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Condensed Statement of Condition, September 30, 1953 


ASSETS 


Cash, Balances with Banks & 
Money at call . 


Govt. & semi-Govt. Se- 
curities & Treasury 
Bills 


Other Securities 


Invest- 
ments 


Contango, Advances on Securi- 
ties & Loans 


Bills receivable 
Sundry Accounts . 
Premises, Furnitures & Fixtures 


Customers’ Liability for Gua- 
rantees & Acceptances . 


Securities — oie Third 
Parties . 


Special seinen Accounts . 


Staff Assistance & Retirement 
Fund — Securities deposited 
by the Bank as Guarantee . 


697,797,463,435 


(Lire) 


+ 127,250,496,104 


63,345,646,665 


5915324345467 


201,565,656,480 
- 110,625,108,252 


2,381,893,464 
I 


- + 5§2,140,229,546 
562,462,464,979 


| 1251624730573 


11,652,562 


9,698,615,321 


Capital és : 
Ordinary Reserve Fund . 


Deposits & Current Accounts 
(Including Balance of Profit 
& Loss) . “ 

Cheques in Circulation (assegni 
circolari) . . ‘ . 

Bills for siinainn , 

Guarantees & Acceptances the 
A/C of Customers 

Sundry Accounts : ; 

Staff individual Retirement rm 
counts 

Unearned ieee 
unearned Income . 


& die 


LIABILITIES 


1,150,000,000 
3,450,000,000 


4,600,000,000 


- 426,255,989,919 


15,372,213,450 
18,320,453,398 


52,140,229,546 
34133,411,002 


953215395441 


2,318,772,223 


562,462,464,979 


Depositors of Securities . 
Accounts aie special 
Accounts , ‘ % 
Bank’s Securities guaranteeing 
Staff Assistance & Retirement 

Fund 


. 125,624,730,573 


11,652,562 


9,698,615,321 


697;797:463,435 


AUTONOMOUS SECTIONS FOR SPECIAL CREDITS 


SECTION FOR CREDIT TO MEDIUM AND MINOR INDUSTRIES 


Capital, Reserves and Government Guarantee Fund L. 2,553,525,000 


SECTION FOR HOTEL AND TOURIST CREDIT 
Aggregate Capital and Reserves L. 620,582,129 


SECTION FOR CO-OPERATIVE CREDIT 
Capital and Reserves L. 2,561,857,180 - Government Guarantee L. 2,000,000,000 


SECTION FOR MORTGAGE CREDIT 
Aggregate Capital and Reserves L. 1,161,871,573 


SECTION FOR CINEMA CREDIT 


Aggregate Capital and Reserves L. 649,399,572 






. 
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Vol. VI, No. 26, July-September 1953 


SUMMARY 


The critical turn taken by the Italian trade balance in 1952 was discussed in No. 24 
of this Review (1st quarter of 1953). The foreign trade deficit, one of the most anxious 
problems now facing Italy, remained at a high level in 1953, giving fresh zest to the 
debates on the policy of trade liberalisation and tariff reductions followed by the Italian 
Government. 

Dr. Guido Carli returnes to this matter in his article « The Italian Balance of Pay- 
ments Problem». Also in Dr. Carli’s opinion the situation is a critical one and calls for 
the adoption of re-equilibrating measures, although the size of our monetary reserves, 
the volume of residuary payments on economic aid account, the estimated receipts from 
« off-shore » orders, and the credits that may be obtained from the E.P.U., make it 
possible to avoid all precipitate steps. 

Among the possible rebalancing measures, a policy of import financial and credit 
restrictions should be avoided, as it would reduce the volume of domestic investments 
and thus aggravate the unemployment problem. The manipulation of exchange rates 
would be of little use as its effects would soon be effaced by a rise in home prices. 

On the other hand, efforts should be directed towards assuring larger exports. But, 
«if the present geographical distribution of imports continues, it is improbable that 
exports can be increased sufficiently to re-establish equilibrium in the overall balance 
of payments. It may be added that it would be unwise to seek a final equilibrium in 
the balance of payments which is dependent on the continuation of such uncertain factors 
as off-shore procurements ». Dr. Carli therefore deems it essential to secure a geographical 
reorientation of Italy’s trade policy which would « shift our imports towards those areas 
where Italian exports have the greatest possibilities of finding outlets ». Such a policy 
would however imply more definite recourse to methods of centrally managed trade 


policies. 


The article « Features of the Present Italian Customs Tariff », by Dr. Carlo Zacchia 
begins by recalling the reasons which led the Italian authorities in this post-war period 
to abandon the tariff of 1921 and to work out a new one which was finally promulgated 
in 1950, and which is based on ad valorem duties and follows the technical principles 
set forth by the Brussels Study Group for the European Customs Union. 

The 1950 tariff (the so-called « general tariff») is undoubtedly high; but it was 
conceived primarily as a ceiling and as a negotiating instrument. In fact it has never 
been applied. The reductions which have been conceded by the Italian Government 
since 1950 — either unilaterally or through international agreements — have produced 
a « working tariff » which is on a moderate level, being not only much lower than the 
1950 « general tariff » but also lower than the « working tariff » of before the war. The 
central part of the article illustrates the many measures taken by the Government to 
reduce the duties of the « general tariff » — measures which lead to a progressive lower- 
ing of the « working tariff » but which more recently, in response to the trade balance 
crisis, have given rise to strong criticism in business quarters. 

The last section deals with the iron and steel duties, and with the connected problem 
of the relationship between the iron and steel industry on the one hand and the 
engineering industry on the other. 





In an earlier article entitled « Myths and Realities of the European Green Pool », 
and published in this Review (4th Quarter, 1952), Professor G. U. Papi emphasized the 
necessity of a gradual solution to the problem of establishing a single European market, 
and suggested as a first step the system of priority quotas, which he regarded as the 
most realistic method of promoting increased trade and of solving in large part the 
problem of the exportable quotas in each country. 

This proposal, which draws its justification from the extreme improbability of a 
rapid elimination of quantitative restrictions in all of the interested countries, is developed, 
further again with special reference to agricultural products, in a second article published 
in the present number and entitled «Some Lines for the Practical Organisation of 
European Markets». According to Professor Papi, the realisation of the objects that are 
attainable through the « quota system » might be facilitated by a permanent Council of 
the Ministers of Agriculture, by a credit institution, and by a payments organisation. 


In the article entitled « The Dollar and Gold», Dr. Paolo Baffi calls attention to a 
domestic American aspect of the size of gold reserves and of the proposals for raising the 
price of gold. After recalling the main facts relating to the gold movements to and 
from the United States from 1934 to the present time and to their effects on the monetary 
and banking situation, he raises the question of whether, on the basis of the present gold 
price, the United States gold reserves will much longer suffice to meet the cover require- 
ments for the sight liabilities of the Federal Reserve Banks. Postulating certain alter- 
native rates of increase in the American gross national product, and certain ratios 
between the money supply and the national income, he forecasts possible movements 
in the required money supply, and therefore in the gold reserves that would be necessary, 
assuming the present laws concerning reserve requirements to remain unchanged. 

« Lcoking ahead over a moderately long period then, it seems clear — Dr. Bafh 
concludes — that even in the American economy it is impossible for all of the following 
three conditions to be satisfied at the same time: 


(1) A sustained growth of the national income; 


(2) Maintenance of the gold cover at a fairly high proportion, such as one-third, 
of the Central Bank sight liabilities; 


(3) Maintenance of the present price of gold ». 


The Banca Nazionale del Lavoro assumes no responsibility for opinions or facts stated by authors 
whose contributions are published in the present Review. 

All communications regarding the Review should be addressed to Banca Nazionale del Lavoro, 
Ufficio Studi, Roma, Via Vittorio Veneto, 119. 


Editor: Dott. Luicr Certani - Ufficio Studi, Banca Nazionale del Lavoro 


Autorizzazione del Tribunale di Roma No. 2159 


Siabilimento Aristide Staderini - Roma - Via Crescenzio, 2 








1. — Table I sums up the more significant 
items in Italy’s balance of payments (1) for 
the first half of 1952 and the first half of 1953. 


BALANCE OF PAYMENTS (CASH BASIS) (a) 


The Italian Balance of Payments Problem 


by 
GUIDO CARLI 


(b) the invisible items have slightly im- 
proved, the active balance rising from 178 mil- 
lion dollars in 1952 to 220.5 million in 1953. 


Tas.e | 


(millions of dollars) 








Inconvertible currencies 











Convertible deg nes i eraie 
currencies Subject to compensa- | Not subj-ct to com- | Fesats 
tion through EPU \Pensation through EPU| 
—_ "> “ i aa cane : . : an | 
ist half rst half ist half | ast half | rst halé | rst half | 1st half | rst half | 
1952 1953 1952 1953 952 | 3953 | 3952 | 1953 
| papery ieee se 
1. Goods . — 178.6 _— 128.2 a 141.5 _ 297.8 i- 12.6 — 17-9 | — 332-7 | — 443-9 | 
2. Invisible items . 53-6 93-0 | 112.9 | 111.7 | 11.5 | 15.8 178.0 | 220.5 | 
3. Total ~ « © «1m 1290 |— 35-2 \— 28.6 | 186.1 | — 1.r | — 2.2 |— 154-7 |— 223.4 
4. Items in course of settlement, | 
i arbitrage operations, etc. 2.9 1.7 |— 6.3 | 3-1 5-0 11.3 1.6 | 26.1 
5. Adjusted balance — 122.1 — 23-5 |— 34.9 | — 183.0 | 3-9 | 9-2 | — 153-1 | — 197.3 | 
6. Compensating items: | 
it (a) Receipts from ECA and 
MSA bite del hes 99-1 82.8 _ — — 99-1 82.8 
(b) Transfer to EPU of balan- 
ces held with Central Banks — — 3-3 2323 i1— 33 | 2333 ~ 4 - 
(c) Transfer to EPU of balan- 
ces held with other insti- 
tutions _ 2.7 0.3/— 27/— 0.3 — — 
7: Variations in foreign balances 
ee. se a ce kt 59-3 |— 28.9 |— 159.4 |/— 21 |— 144  — 54.0 | — 194.5 | 
(a) See, note 1, on this page. 
t 


The first half of 1953 when compared with 
the corresponding period of 1952 would seem 
to be characterised by: 


(a) a considerable increase of the trade 
deficit, which has risen from 332.7 million dol- 
lars in the first half of 1952 to 443.9 million 
in the first half of 1953; 


(1) The figures given relate to the balance of payments on 
a « foreign exchange », or cash basis, i.e. to actual payments 
or receipts in the period concerned, and thus exclude items, 








When the corrective items are taken into 
account, the deficit in the balance of payments 
is found to amount to 153.1 million dollars in 
1952 and to 197.3 million in 1953. As the pay- 


whether debits or credits, which were not settled in that 
period. On the subject of the deterioration in the Italian balance 
of payments position in 1952, see in No. 24 of this Review 
(first quarter of 1953, pp. 44-61) G. Prerranera, The Crisis in 
the Italian Balance of Trade, which contains useful data and 
comments on many of the same points as are discussed in this 
article, though the conclusions arrived at are sometimes different. 
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ments received on account of economic aid 
amounted to gg.1 million dollars in 1952 and 
to 82.8 million in 1953, the difference financed 
by drawing of foreign-balances was 54.0 mil- 
lion and 114.5 million dollars respectively (2). 


2. — The payments for imported commo- 
dities have risen from 1,054.3 million dollars 
in the first half of 1952 to 1,100.0 million in 
1953; on the other hand, the receipts from 
exports have fallen from 721.6 million dol- 
lars to 656.1 million. The increase of imports 
is accompanied by a change in their geogra- 
phical distribution: the process of diversion 
from the dollar area towards other monetary 
areas has continued. The payments for imports 
settled in convertible currencies have fallen 
from 320.2 million dollars in the first half of 
1952 to 261.7 million in the first half of 1953; 
on the other hand, payments for imports com- 
ing from the European Payments Union have 
risen from 649.4 million dollars to 737.9 mil- 
lion. Payments for imports from other mone- 
tary areas have also increased. 

Receipts from exports to the European 
Payments Union show a marked shrinkage, 
falling from 507.9 dollars in 1952 to 440.1 mil- 
lion in. 1953, a reduction of 67.8 million dol- 
lars. Exports to the dollar and other monetary 
areas have remained at much the same level. 
The total reduction of exports in 1953 as com- 
pared to 1952 amounts to 66.5 million dollars, 
and seems to be accounted for entirely by the 
areas belonging to the European Payments 
Union (721.6—656.1 = 65.5; 9,507-.9—9,440.1 = 
= 67.8). 


3. — Receipts from invisible items have 
risen from 262.4 million dollars in 1952 to 
306.7 million in 1953. The balance has shown 
an increase in Italy’s favour of 42.5 million 
dollars. It is accounted for to the extent of 
39-4 million dollars by heavier receipts of con- 
vertible currencies. This, in its turn, is due in 


(2) The figures published by « Internationa] Financial Stati- 
stics » (August 1953) show that the total amount of Italian cre- 
dits held abroad amounted on 31 December 1951 to 1,045 mil- 
lion dollars and 30th June 1952 to 932 million; if we exclude 
from the figures those credits expressed in foreign currency but 
which can be settled in Italian currency (and therefore not to 
be included in exchange reserves), the above figures would 
stand respectively at 985 million and 931 million dollars, thus 
showing a decline of 54 million dollars, a figure that coincides 
with that mentioned in the text. 


Lavoro 


part to items of an exceptional nature con- 
nected with defence measures, which rose from 
11.1 million dollars in 1952 to 21.0 million 
in 1953- Moreover, in 1953 receipts from 
off-shore orders have amounted to 19.1 mil- 
lion dollars. A contribution has also been 
made by the heavier receipts from tourists and 
emigrants (the former rose from 6.7 million 
dollars to 19.6 million; the latter from 11.3 to 
18.8 million dollars). The increase seems to 
be due to the alignment of the free market and 
official market quotations for the U.S. dollar 
in the first half of 1953, an alignment which 
has directed the tourist and emigrant dollars 
towards official channels. Also in the case of 
the inconvertible currencies cleared through 
the European Payments Union there has been 
an increase in the receipts from tourists and 
emigrants; but there has been a corresponding 
decline in the receipts from freight rates. 


4. — If the exceptional items connected with 
defence measures had been excluded and also 
those for off-shore orders, the deficit in con- 
vertible currency would have amounted to 
133.2 million instead of 122.1 million dollars 
in the first half of 1952 and to 63.6 million 
dollars instead of 23.5 million in the first half 
of 1953. The total deficit in the balance of 
payments would have stood respectively at 
161.5 and 237.1 million dollars. Thus, in the 
first half of 1952 the total deficit calculated on 
an annual basis amounted to 323.0 million dol- 
lars and in the first half of 1953 it amounted 
to 474.1 million. 


5. — It appears from the figures given 
above that: 


(a) The level of imports during the first 
half of 1953 has been sustained, while exports 
have continued to decline. The increase in 
the invisibles surplus has not entirely offset 
the greater trade deficit. 


(b) The process of geographical redistri- 
bution of Italy’s foreign trade has continued 
with increased concentration of imports in the 
monetary areas associated with EPU, accom- 
panied by a rise in the balance of payments 
deficit with those areas. 


(c) The improvement in the balance of 
payments in convertible currencies has been due 








in part to temporary factors, namely greater 
receipts from items of a military character and 
larger receipts from invisibles consequent on 
the fall of black market exchange rates to 
about the level of official rates. 


(d) The impact of the balance of pay- 
ments deficit on foreign exchange reserves has 
been greatly eased by the contribution made by 
foreign economic aid which, however, prac- 
tically ceased after July 1, 1953. 


6. — The worsening of the situation in the 
first half of 1953 points to the urgency of in- 
troducing measures to re-establish equilibrium 
in the balance of payments. Such measures 
might be: 


(a) A financial and credit policy aimed at 
reducing the level of investment and consump- 
tion at home so as to reduce import require- 
ments and release a larger volume of com- 
modities for export. 


(b) Changes in the exchange rate between 
the lira and other currencies implying that a 
greater quantity of domestic goods would have 
to be offered for the same quantity of foreign 
goods, and thus that the level of domestic 
consumption would be reduced. 

(c) Shifting imports from the present 
markets to those which are more apt to offer 
outlets for additional quantities of Italian 
exports. 


(d) Restriction of imports by the intro- 
duction of quotas, possibly accompanied by an 
increase in tariffs. 


7. — Even though measures for reestablish- 
ing equilibrium in the balance of payment are 
urgently needed, the prevailing conditions are 
not such as to justify hasty improvisation : 


(a) Italy’s foreign exchange reserves are 
still fairly high. According to IFS they were 
equivalent to $ 913 million on December 31, 
1952. After deducting from this figure credit 
balances expressed in foreign currency but ac- 
tually payable in lira, we arrive at a figure of 
$ 892 million. If we consider that the balance 
of payments deficit financed by drawing on 
foreign exchange reserves in the first half of 
1953 was $ 114.5 million, we may infer that 
the reserves amounted to $ 777-5 million on 
June 30, 1953. According to IFS, this figure 
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included $ 346 million in gold, as well as a 
certain amount of U.S. dollars. 


(b) The total payments on account of 
foreign aid still to be made after June 30, 1953, 
will be $ 148.7 million (difference between - 
total procurement authorisations issued as of 
that date and payments effected as of that 
same date). It is estimated that receipts on 
account of off-shore procurements will be 
about $ 100 million for 1953, and about the 
same amount for 1954. 


(c) The total credit still obtainable from 
the EPU on June 30, 1953, amounted to $ 111 
million (equivalent to $ 123 million of credit 
available, minus $ 12 million actually utilized 
up to June 30, 1953). The utilization of this 
credit must be accompanied by the payment in 
gold or in dollars of $ 82 million. 


8. — As regards the possible solution of the 
balance of payments problem indicated under 
(a) in section 6, the following considerations 
are relevant: 


(a) It seems unlikely that it will be pos- 
sible to reduce public expenditure for invest- 
ment purposes. Assuming that the Govern- 
ment intends to follow a policy aimed at 
reducing unemployment it is more likely that 
the opposite will happen. Indeed, irrespective 
of what may be the declared program of any 
future Government, it seems unlikely that such 
a government — whatever its political char- 
acter — will be able to resist the pressures 
exerted upon it by the huge mass of unem- 
ployed. This is the more so since the number 
of unemployed registered at labour exchanges 
is rising (plus 3.5 per cent in March 1953 over 
1949), and since the number of unemployed 
under 21 years of age is increasing sharply 
(plus 80.8 per cent). 


(b) Whatever the declared programs of 
governments, and whatever attitude they take 
towards the problem of the unemployed, there 
is already a body of commitments which no 
government is likely to revoke and which 
imply the execution of investment programs 
having a profound impact on the balance of 
payments (3). According to a careful survey 
carried out by the SVIMEZ, every $ roo spent 


(3) See the article quoted in note (1), p. 151. 
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in investment by the Cassa del Mezzogiorno 
gives rise to expenditures of $ 49 on imports 
from abroad. From an economic point of 
view, the highest degree of elasticity would 
be that of military expenditures. 


(c) Even assuming that a government suc- 
ceeded in appreciably reducing public expen- 
ditures, it seems certain that the reduction 
would not be allowed to affect the level of 
investments. Rather it would seem that the 
purpose of such a policy would be to replace 
public investments by larger private invest- 
ments, which, from the balance of payments 
point of view, would have the same consequen- 
ces. Lastly, one should keep in mind the 
current pressure for wage increases. The suc- 
cess already achieved in more than one labour 
sector, and not unlikely to be repeated in other 
sectors, will exert further pressure on prices 
of consumers’ goods unless this pressure is 
offset by larger supplies of these goods and 
hence by larger imports from abroad. 


9g. — Concerning the solution suggested 
under (b) in section 6, we should note that: 


(a) Changes in the lira exchange rate 
would result in an improvement of the balance 


of payments position only on the following 
conditions : 


(i) that the higher cost of raw material 
and food imports is not reflected in correspond- 
ing increases in domestic prices, a condition 
which is unlikely to be satisfied in the present 
Italian situation; 


(ii) that the increase in the export vol- 
ume is sufficiently large to raise the total re- 
ceipts in terms of foreign exchange, a con- 
dition which also seems unlikely to be fulfilled, 
given the high elasticity of demand for Italian 
goods on international markets, and also the 
insurmountable obstacle represented by the 
quantitative import restrictions imposed by 
other countries. 


10. — If the considerations set out in the 
preceding section are correct, it follows that 
forces are likely to develop in the domestic 
market tending to increase imports rather than 
to reduce them. It would then seem that we 
should do best to seek a solution that will per- 
mit imports to be maintained at the present 


level or increased; this is in order to be in line 
with a policy aimed at expanding investments 
and increasing consumption. The search for 
such a solution must necessarily be made 
within the framework of international situa- 
tions which it is not in the power of Italy to 
control. 

Taste Il 

EXPORTS AND IMPORTS OF PRINCIPAL COUNTRIES 
OF STERLING AREA 





Jon. | Feb. | March April | May | lune 


United Kindom (a) 


Exports 1952 . . (267 |246 268 '231 238 (196 
1953 - - |228 |204 '224 '224 (219 !212 
Imports 1952 . . 1357 297 333 325 (320 |276 


1953. - - (290 |243 '286 (293 296 (292 
Australia (b) | 


Exports 1952 | 64.6, 56.6 66.6 59.0) 51.8) 53.0 


1953 - - | 66.9 65-0! 90.2 79.4) 73-3) 75-2 
Imports 1952 114.3/106.0 85.5) 81.6 75-4! 54-9 
1953 - - | 44-7 41-5 44-2 43-3) 44-2| 43.0 
New Zealand (c) 
Exports 1952 . . 17.6) 23.1; 26.1 21.7 28.4) 20.4 
1953 - . | 16.1) 26.3} 22.2) 26.9) — | — 
Imports 1952 . . | 22-2) 22-4) 24.0 21.3) 20.1; 23.2 
| 1953 - - 12.0; 12.7) 13.1 11.55 — 
| Union of South 
Africa (da) 
Exports 1952 . . | 25-9! 29.0 32.3) 26.9! 29.3) 24.9 
1953 | 28.2) 29.2) 27.4! 28.2) 27.7; — 
Imports 1952 | 39.0' 39.0 28.0, 41.3) 37-3) 35-6 
1953 | 323 33-2, 39-8) 37.4) 36.0 — 
India (e) 
Exports 1952 . . (661 \489 568 (449 [510 520 
1953 - - 1443 393 461 375 gor. — 
Imports 1952. . 931 838 915 |811 |793 (628 
1953 - - |435 400 470 [577 [574 — 
Pakistan (£) 
Exports 1952 . . (304 251 167 116 1151 73 
ae 1163 177 155 | 92 [131 _ 
Imports 1952 . . |189 (233 199 212 |204 158 
1953. . |105 114 100 | 79 | 67 — 
Ceylon (g) 
Exports 1952 . . |172 |140 116 (136 (136 127 
1953 - - {2166 [100 [133 |31q |140 | — 
Imports 1952. . ,I51 I51 150 (141 (129 170 
1953 - . |109 (EES 145 (155 |137 9 — 
Burma (h) 
Exports 1952 . . 58.8 92.5 139.4 122.1 103.1 107.6 
1953 - - 29.8 16.6 79.3) — —- — 
Imports 1952 . . 56.6 65.2 54-8 68.3 96.3 74-4 
1953 - - |; 62.9) 49-1; 63.4, — | — | — 


(a), (b), (c), (d) Millions of pounds. 
(e), (f), (g) Millions of rupees. 
(h) Millions of kyats. 








11. — The steady increase in the deficit in 
Italy’s balance of payments with EPU countries 
demands special attention. In this context it 
is appropriate to examine: 


(a) the general policy followed by the 
U.K. and other members of the sterling area 
aiming at a better balance of payments position 
for that area as a whole, and the impact of 
this policy on Italy’s exports; 

(b) the present position of Germany in 
the EPU; 


(c) the position of France. 


12. — The policy followed by the U.K. and 
by the other members of the sterling area has 
had as its chief objective the attainment of a 
balance of payments surplus, accompanied by 
a parallel increase in foreign exchange reserves. 
As is known, the increase in reserves actually 
took place as from the second half of 1952. 

The surpluses in the balance of payments 
of the sterling area have been obtained through 
a number of measures of which the major 
consequence has been not so much to increase 
exports from the countries in the area as to 
reduce imports by them (see Table II). 

The decline of imports by sterling area 
countries has resulted in a very considerable re- 
duction in exports by Italy to these countries, 
as is shown by the figures in Table III. 


Taste Il 


ITALY’S EXPORTS TO STERLING AREA COUNTRIES 


(millions of dollars) 





January June 


1951 1952 1953) 1951 1952 1953 


United Kingdom. . 12.7, 15-4 7-7 | 19.1. 7-3 | 5.8 
| 2-5. 4-2 0.4 6.9 2.0 1.8 
New Zealand A 0.5 0.3 0.1 0.1 0.1 OI 
Union of South Africa 3-2) 1.9) 1.5 2.3 0.8 1.9 
PR Aekite: ied es ee “p 3-6 0.9 2.0 4-6 1.9 3.1 
ae 1.1 2.9 0.8 5.3; 2.6 | 2.8 
Ps 6 Sis. 0.4 0.9 0.5 0.2 0.2 1.3 
ee ss as x - 0.4, 0-4 0.3, 0.2 0.3 


The decline in exports to the sterling area, 
and the increase in imports from that area 
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have been responsible, in their turn, for the 
very large Italian deficits towards the U.K. in 
the EPU (see Table IV). 


Taste IV 


ITALY’S POSITION IN EUROPEAN PAYMENTS UNION 


(millions of dollars) 


ce e io8 2 


[oss 

Net Bilater- Net Bilater- Net Bilater- 

month- | - Pe | month- al P| month- al | we 

ly po- | Sition | sition sition 

5 ‘towards! _ towards iti ” towards 

* | UK. | S Beeaet f° 

January — 20.0 — 15.4/+ 13.6 + 5.0\— 37.5 — 13.9 
February — 27.2 — 27.8)+ 0.2— 6.1 — 29.7 — 17.1 
March — 5-4 —138\— o1— 6.1—27.9— 6.3 
April + 62— 2.3,— 1.0— 6.7 — 22.8 — 17.2 
May + 18.6)+ 14.5|— 22 4 — 20.2 — 25.9, — 12.1 
June + 28.6 + 21.2,— 20.5 — 24.1'— 15.8|\— 10.1 


Note: Monthly positions as well as bilateral positions vis-a 
vis U.K. are given net of amortization of Italy's existing resour- 
ces in sterling. 


13. — From the figures given in section 12, 
it appears that Italy’s debtor position within 
the EPU is heavily influenced by her debtor 
position vis-a-vis the sterling area. Concern- 
ing the possibility of reducing Italy’s debtor 
position vis-a-vis the sterling area, the follow- 
ing factors are relevant: 


(a) As regards Italian exports which have 
been hit by quantitative restrictions the re- 
moval of these restrictions should result in 
some increase in those exports. 


(b) As regards Italian exports which have 
not been or are not the subject of restrictions, 
but which have nonetheless declined to a large 
extent, it is more difficult to foresee possibili- 
ties of an increase. 


In the light of the available information, 
it seems that the removal of some restrictions 
by the U.K. and by other countries of the 
sterling area has in fact led to an increase in 
Italian exports, but not to a sufficient increase 
to restore the old situation. The fall in Italian 
exports seems to be more largely attributable 
to the effect which the stricter financial policy 
pursued by the sterling area has had in sharply 
reducing the demand for goods imported from 
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abroad and, consequently, in excluding those 
goods which are less competitive. In most of 
the sterling area markets, the fall in Italian 
exports seems to be mainly attributable to their 
lack of competitiveness, and it would therefore 
be unrealistic to expect an increase in those 
exports as the result of further removals of 
quantitative restrictions. 


14. — The financial and commercial policy 
pursued by the U.K. and the other members 
of the sterling area, with the object of moving 
towards the restoration of sterling converti- 
bility, tends to increase competition within the 
sterling area and consequently to increase Italy’s 
difficulties. These difficulties would be aggra- 
vated still further were the plan for making 
sterling convertible to be realised. This is so 
for the following reasons: 


(a) The EPU would be liquidated. Con- 
sequently, Italy would lose an automatic line 
of credit of $ 123 million with which to finance 
payments disequilibria with the sterling and 
other monetary areas at present associated with 
the EPU. Any possible credit facilities af- 
forded by the British banking system would 
not represent an adequate substitute. On the 
contrary, experience shows that credit facilities 
extended by English banks to overseas custo- 
mers are gradually revoked just at the time 
when those customers would need them most. 

(b) The introduction by the sterling area 
of a system of fluctuating exchange rates not 
involving — at least in the beginning — any 
determination of the limits within which the 
fluctuations are allowed to take place would 
confront Italy with two alternatives: to follow 
the fluctuations of sterling and therefore add 
an element of variation to her system of in- 
ternal prices with the danger of provoking 
wage movements and more than proportionate 
price increases; or not to follow these fluctua- 
tions and thus encounter greater difficulties in 
exporting. 

(c) The carrying out of the plan for ster- 
ling convertibility would envisage an interme- 
diate stage during which it would still be pos- 
sible to maintain discriminatory restrictions 
vis-a-vis the dollar area. In a final stage, the 


plan would involve the obligation of remov- 
ing these restrictions. The consequences would 
be a merging of the various monetary areas 
in one single area, thereby causing a further 
sharpening of competition and accordingly 
greater export difficulties for the less competi- 
tive countries. 


15. — Our considerations so far lead us to 
the following conclusions: 


(a) It appears unlikely that, even if the 
U.K. and other countries of the sterling area 
should completely remove quantitative restric- 
tions, Italian exports can recover to a level suf- 
ficient to restore equilibrium in Italy’s balance 
of payments. 


(b) The low level of Italian exports to- 
wards the sterling area seems to be due to a 
diminished competitiveness of these exports, 
and a further increase in commercial competi- 
tion within the sterling area would appear 
probable. 


(c) The fact that Italy’s transactions with 
the sterling area bulk so large in the total of 
her transactions settled through the EPU raises 
doubts as to the possibility of eliminating her 
present deficit with EPU. 


16. — Another EPU country which has 
steadily improved her international position is 
Germany. The improvement in her position 
differs from that in the position of the U.K. 
inasmuch as it has been attained by an increase 
in exports which has more than offset the in- 
crease in imports (see Table V7). Germany’s 
improved international position is reflected in 


Taste V 
TRADE BALANCE OF WEST GERMANY 
(millions of dollars) 
Exports Imports 
1950 1,g81 2,704 
195! 35473 35503 
1952 4,038 3,854 
Ist quarter of 1953 947 yo6 
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the progressive liberalisation of her imports 
(namely, from 56.8 per cent in March 1952 to 
go.1 per cent in April 1953). 

The expansion of the internal German 
market has offered supplementary outlets to 
Italy’s exports. On the other hand, the increas- 
ing competition now exerted by German pro- 
ducts on third markets, and Germany’s vigo- 
rous policy of aiding exports, are among the 
factors which have hindered the capturing of 
oversea markets by Italian goods. 


17. — The French position in the EPU has 
been characterised by a series of debtor pos- 
itions. The total cumulative position from 
July 1950 through June 1953 was —$% 883.1 
million. The settlement of this position was 
effected to the extent of $ 419.2 million by 
payments in gold; $ 208 million was covered 
by the use of credit facilities. $ 211.2 million 
outside the quota was settled in gold; out of 
this $ 211 million, $ 89 million was received 
in the form of special resources granted by the 
U.S. In these circumstances, France decreed 
the total suspension of her import liberalisation. 
The effect of this measure on Italian exports 
was to eliminate the surplus which Italy nor- 
mally had towards France. 

It is impossible to foresee how long it will 
be before France is in a position to restore her 
import liberalisation measures. Certainly she 
cannot take this step before she has put her 
domestic financial position in order and the 
speed with which she can do this depends on 
political conditions. In any case it is not dif- 
ficult to foresee that whilst these restrictions 
are maintained it will be almost impossible for 
Italy to achieve the surpluses towards France 
which in the past had helped her to improve 
her over-all position within the EPU. 


18. — It seems to follow that: 


(a) In all probability the tendency for 
Italy to be in debt towards the monetary areas 
associated with the EPU will persist in the 
future, especially if the process of shifting im- 
ports from the dollar area to the EPU area 
continues. 


(b) The continuation of such a situation 
would require Italy to create a surplus position 


in U.S. dollars with which to offset her deficit 
position in European currencies. 


19. — In the first half of 1952, Italy’s deficit 
in dollars and other convertible currencies, cal- 
culated exclusive of military items and eco- 
nomic aid, was $ 133.2 million, while the de- 
ficit calculated in the same way in the first 
half of 1953 was $ 63.6 million. Taking into 
account military items and economic aid, the 
balance of payments in dollars and other con- 
vertible currencies showed a deficit of $ 23 
million in the first half of 1952, and a surplus 
of $ 59.3 million in the same period in 1953. 
Even including receipts from off-shore procure- 
ments — which, as indicated above, are esti- 
mated at $ 100 million for 1953 and about the 
same for 1954 — it seems impossible that there 
will be a dollar surplus large enough to offset 
the deficit towards the EPU. As already men- 
tioned, this deficit amounted to $ 34.9 million 
in the first half of 1952, and to $ 183 million 
in the first half of 1953. 


20. — In conclusion, it appears that if im- 
ports are kept at the present level, and even 
more so if they continue to increase in propor- 
tion to the expansion of domestic investment, 
and finally if the present geographical distri- 
bution of imports continues, it is improbable 
that exports can be increased sufficiently to 
reestablish equilibrium in the overall balance 
of payments. It may be added that it would 
be unwise to seek a final equilibrium in the 
balance of payments which is dependent on 
the continuation of such uncertain factors as 
off-shore procurements. It follows, therefore, 
that the only possible alternatives are: to change 
the geographical distribution of imports, shift- 
ing them towards those areas where Italian 
exports have the greatest possibilities of finding 
markets; or to re-introduce quantitative restric- 
tions on imports. 


21. — The composition of Italian imports 
is such that if a change in their geographical 
distribution were sought, the measures imple- 
menting such a change would have to cover 
the major categories of raw material and food 
imports, of which the table VI shows the 
values and sources appropriately grouped. 








158 Banca Nazionale de}! 








Taste VI 
ee Imports from: 
Group I Group Il 
Monetary Monetary 
areas with areas with Total 
Goods which Italy’s which Italy’s 
balance of balance of 
payments payments 
tends to show tends to show 
deficit surplus 
(1952) , (1952) — (1952) 
(in millions of dollars) 
Foodstufls . . . « « 183.8 85.2 269.0 
Textiles o.423u 407.8 6.1 413.9 
Solid and liquid fuels . 285.7 125.7 411.4 
Minerals, scrap metals 
and processed metals 217.9 12.4 230.3 
Equipment and vehicles 293.1 0.9 294.0 
Timber and cellulose. 76.3 24.0 100.3 
Chemical products and 
by-products . . . . 119.0 14.3 133-3 
Other commodities . . 383.3 78.3 461.6 
Total . 1,966.9 346.9 2,313.8 


Imports of cereals could be entirely shifted 
from the monetary areas of the first group to 
those of the second. A part of coal imports 
could also be shifted in the same way. This 
would involve the reconsideration of commer- 
cial relations with all other countries, includ- 
ing those of Eastern Europe. Following the 
example of other countries, petrol imports could 
be made subject to the condition that petrol 
companies purchased more in Italy. Some of 
the wool and cotton imports could also be 
shifted. Finally, it should be remembered 
that italy is the only country amongst those 
with balance of payments difficulties that does 
not encourage the use of artificial textile fibres 
for the domestic market. 

The objection to measures such as those 
described above is that they would have the 
effect of forcing Italy to buy her imported 
commodities at high prices. 

The answer to this objection is that: 


(a) It is true that the prices of imports 
coming from monetary areas where it is easier 
for Italy to place her exports are higher than 
those for imports coming from other areas. 
It is however also true that prices of Italian 
exports are higher in those areas, and therefore 
the terms of trade with these areas should not 
differ from those that would result if Italy 
succeeded in lowering her prices so as to make 
her exports more competitive. 
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(b) If, however, for various reasons Italy 
should not be able to make her prices more 
competitive, and therefore to sell more in the 
monetary areas from which her supplies now 
come, and the alternative outlined in (a) should 
not be adopted, the only solution would be 
that of restricting imports, thus provoking 
price increases and monopolistic profits. 


22. — In harmony with the policy of chang- 
ing the sources of imports, and in support of 
it, other measures which are urgently needed 
concern medium-term export credit and export 
credit insurance. The need for such measures 
is the greater in view of the increased impor- 
tance of equipment goods in foreign trade. It 
is these goods which have largely been res- 
ponsible for the expansion of exports from 
Western Europe generally in this post-war 
period. Exports of equipment goods from 
Europe in 1951 showed an increase of 129 per 
cent compared with the 1938 level. British 
exports had increased three times since pre-war; 
French exports four times; and Italian exports 
two and a half times. 

In 1952, exports from Western Germany 
had increased 33 per cent over 1951, those from 
the U.K. by 7 per cent, those from France by 
g per cent, and those from Italy by 7 per cent. 
During the first few months of 1953, exports 
of these goods declined as compared with the 
same period in 1952 with the sole exception of 
German exports which showed a further in- 
crease of 10 per cent. 

In most European countries exports of 
equipment goods are aided by the granting to 
the importing countries of large medium-term 
credits. In this field Germany leads with the 
Company for Export Credit (A.K.A.G.), which 
during its first fiscal year (closed on March 31, 
1953) had refinanced export credits to the ex- 
tent of DM. 634 million. Industries produc- 
ing equipment goods had received the largest 
share of these credits; the engineering industry 
DM. 200 million; the automobile industry DM. 
164 million; and the electrical equipment in- 
dustry DM. 126 million. Credits were granted 
for exports to those monetary areas to which 
Italy should make the greatest effort to expand 
exports if she intends to reestablish equilibrium 
in her balance of payments. 


Features of the Present Italian Customs Tariff 


by 


CARLO ZACCHIA 


| - Reasons for the Customs Reform. 


1. — Italy emerged from the second world 
war with the old 1921 tariff. Under this tariff 
the duties were specific (being levied according 
to the weight of the goods, the number of ar- 
ticles, or their cubic content) and, following 
the heavy imcrease in prices, had lost their 
protective effect (1). 

This tariff was the result of studies which 
began as early as 1913, and were completed 
in 1917. It was finally put into force in 
1921 (2), subject to certain revaluation coefh- 
cients designed « to take account of the changes 
which had occurred since 1914 in the general 
level and structure of prices of goods having 
an international market»; it was in fact out 
of date before it was born (3). When the lira 
was first officially devalued in December, 
1927 (4) the duties, which were previously ex- 
pressed in gold lire, were converted to a paper 
lira basis (5). The method used was to mul- 
tiply them by a coefficient (3.67) equivalent to 
the proportion in which the gold content of 
the lira was reduced (6). 


(1) When Italy was united in 1860, the Piedmontese system 
of Customs duties was extended to the whole country. This was 
based on ad valorem duties. They went up to a maximum of 
10 per cent, but their average incidence was estimated in 1863 
as being around 3.50 per cent. The system was in fact plainly 
liberal in tendency. Towards 1880 a movement in favour of 
protection was already apparent; and this reached its peak in 
the tariff of 1887. It is calculated that the average rate of duty 
under this tariff, which was based on specific duties, was 60 
per cent. (See M. Banpin1, Conseguenze e problemi della poli- 
tca doganale per l’agricoltura italiana, monograph appended to 
the Report on Agriculture, Ministry of the Constituent Assembly, 
Rome, 1946). 

(2) Royal Decree Law No. 806 of oth June, 1921. 

(3) See the Ministerial Report on the bill « to authorise the 
Government to issue a new general tariff of Customs duties »: 
Chamber of Deputies, Paper No. 638, 1949. 

(4) Royal Decree Law No. 2325 of 21st December, 1927. 

(5) Royal Decree Law No. 2326 of 21st December, 1927. 

(6) Under the 1921 law Customs duties were collected in 
gold lire, or alternatively in paper lire at the fixed parity laid 


Meanwhile there had begun the gradual 
abandonment of the liberal tendencies which 
had been followed until then by the Fascist 
regime in its commercial policy. The duties 
on many items were by degrees made more 
severe; and in Italy, as in other countries, many 
of them reached record levels during the great 
depression of 1930-33 (7). In 1935 a special ad 
valorem charge called a « licence fee » (diritto 
di licenza) was added to the specific duties (8). 

The second devaluation of the lira (9) took 
place in 1936. This time, although the gold 
content of the currency was further reduced, no 
new coefficient was applied to the duties (10). 
It was feared that the world market situation 
might seriously affect the internal price struc- 
ture; and physical controls and direct regula- 
tion of foreign trade were already in full use. 
These considerations made the Government 


down by the Monetary Law No. 788 of 22nd August, 1862, 
which made 100 lire equal to 29.032 grammes of fine gold. 
The 1927 devaluation changed the gold content of the lira so 
that roo lire became equal to 7.919 grammes of fine gold, the 
coefficient of reduction being 3.67. At the same time it was 
provided that Customs duties should be collected in paper lire, 
subject to a coefficient of 3.67 by which the duties set forth in 
the tariff were to be multiplied. In this way the tariff remained 
linked to the old parity in terms of gold. 

(7) For example the duty on grain, which was reintro- 
duced in 1925, had reached a level of 144 per cent by 1931 (see 
G. De Meo, Aspetti quantitativi della politica granaria italiana, 
in « Economia Internazionale », February 1950, p. 187). 

In 1931, the Royal Decree Law No. 1178 of 24th September 
in that year introduced an ad valorem supplementary duty of 15 
per cent or 10 per cent, according to the goods concerned; this 
however did not apply to goods where the duties were governed 
by international tariff conventions. This supplementary duty 
was abolished five years later in October, 1936, when the lira 
was devalued for the second time. 

(8) This was a special additional charge, being fixed at the 
rate of 3 per cent on all goods imported. It was said to be 
justified as representing repayment of the administrative costs 
entailed in Customs formalities. It was introduced by the Royai 
Decree Law of 13th May, 1935. 

(9) Royal Decree Law No. 1745 of 15th October, 1936. 

(10) The coefficient of devaluation of the lira was this time 
1.69. The effect was to reduce its gold conient from 7.919 
grammes to 4.677 grammes per 100 lire, 
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decide to leave the tariff as it was (11). The 
practical result was automatically to lower the 
level of the duties. This tendency was accen- 
tuated by the many tariff concessions allowed 
to various countries; and later by the progres- 
sive depreciation of the lira. 

The war of course aggravated this situation 
still further. Rough calculations show that 
by 1947 the far-reaching depreciation of the 
currency and the heavy rise in the prices of 
imported goods, had on a broad average re- 
duced the incidence of the tariff to 1 per cent. 
Thus its protective value was nil, and it pro- 
duced no revenue worth mentioning. 

In August, 1947 (12) the Government tried 
to remedy matters by raising to 10 per cent 
the licence fee which had been introduced in 
1935, and had already been raised to 5 per 
cent in April, 1943 (13). This certainly did 
something to stop the loss of Customs revenue 
due to currency depreciation. But it caused 
trouble and anomalies owing to the fact that 
the fee was applied without discrimination to 
all imported goods, whether they were raw 
materials, semi-finished or finished products; 
and it would have been bound sooner or later 
to create great difficulties for Italian producers 
who mainly depend on supplies of raw mate- 
rials and semi-finished goods from abroad. 


2. — The drawbacks of the new state of 
affairs — the fact that the tariff was ineffective 
and that the licence fee was charged indiscri- 
minately at a uniform rate all round — seemed 
unimportant in the first years after the war, 
when physical controls of all kinds provided 
« protection », and sellers’ markets prevailed. 
However, as soon as a start was made with 
abolishing controls and liberalising trade, in- 
creasing demands were made for the introduc- 
tion of an up-to-date and effective Customs 
tariff which would protect Italian industries 
and promote their power to compete, and 
which would at the same time serve as a bar- 
gaining instrument in talks on tariffs with 
other countries. 


(11) There was only some reduction of the duties on goods 
of general consumption under Royal Decree Law No. 747 of 
5th October, 1936, with one or two adjustments later in 1937 
and 1938. 

(12) Royal Decree Law No. 822 of 12th August, 1947. Sce 
also footnote 8 on page 159. 

(13) Royal Decree Law No. 249 of 15th April, 1943. 


It will be remembered that Italy took part 
only as an observer in the first GATT Tariff 
Conference held at Geneva (from Apri! 
August 1947). But at the Annecy Conference, 
to which Italy was invited in order that she 
might become a member of the GATT, it was 
essential that she should have a new tariff (14), 
abolishing the ad valorem license fee forbidden 
by definite international agreements (15), and 
above all taking into account the changed 
economic conditions underlying international 
trade, as well as the new techniques. 

One course would have been simply to 
adjust the specific duties in the 1921 tariff to 
the new value of the currency. In fact, the 
first plans studied were on those lines. Among 
the practical difficulties encountered, however, 
one was virtually insurmountable: this was 
that the 1921 tariff was obsolete in the technical 
sense. Its classification of goods by categories 
had been worked out between 1913 and 1917, 
and later touched up here and there without, 
however, any overall revision. The technical 
progress in production made during the fol- 
lowing years had left it badly out of date. For 
that reason it was found better to recast the 
tariff completely; and in addition there were 
strong grounds for changing back from spe- 
cific to ad valorem duties. 


ll - The new « General » Tariff. 


3. — The work of drafting the new tariff 
began in the Government departments at the 
end of 1947. In 1949 the Government present- 
ed to Parliament a bill authorising it to decree 
the new tariff with the assistance of a Special 
Parliamentary Commission (16). This new act 


(14) In actual fact it was the draft of the new tariff which 
Italy presented at Annecy. 

(15) As will be remembered, the Havana Charter and GATT 
forbid the keeping in force of accessory charges which amount 
to more than pure reimbursement of administrative expenses. 

(16) The bill was presented to Parliament on 22nd June, 
1949, while the Annecy Conference was proceeding, and was 
approved on the following 24th December as Law No. 933 of 
that date. 

The method of a Special Commission is somewhat unusual 
in the history of Italian legislation. It was rendered necessary 
by the need to bring the new Italian tariff into force quickly, 
so that jit should coincide with the coming into force of the 
duties agreed at Annecy. These latter came into force on 
1st July, 1950. 
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gave the Government the freedom of action 
which it desired, and made it possible fully to 
work out the new tariff, which came into force 
on 15th July, 1950 by virtue of Presidential 
Decree No. 442 of 7th July, 1950. 

Meanwhile the 10 per cent licence fee had 
been abolished. Its place was taken by a 
«charge for administrative services» at the 
rate of 0.50 per cent ad valorem on the goods 
imported (17). Thereby Italy completely con- 
formed to the international agreements on the 
subject. 

We shall refer to this tariff, as embodied 
in Decree No. 442 of 7th July, 1950, as the 
«General Tariff». However, by the time when 
it came into force on 15th July it had already 
been largely emasculated by a number of al- 
leviations and qualifications. These were in- 
creased during the next few years. As a result 
of this, there has grown up beside the « general 
tariff » — which is almost entirely theoretical — 
the so called « working tariff», i.e. the one 
containing the duties actually levied. It is to 
the « working tariff », which differed greatly 
from the general tariff, that we must refer in 
order to judge the present level of Customs 
duties in Italy. We shall do this in Section III 
of the present article. First however we must 
describe the main features of the « General 
Tariff », even though it is more like a theore- 
tical ceiling than a real tariff. 


4. — The new «General Tariff» differs 
from that of 1921 both in its classification of 
goods and in the criteria for applying duties. 

Its nomenclature of goods follows on the 
whole the schemes worked out by the Brussels 
Study Group for the European Customs Union. 
It divides the goods into 21 sections, which 
are further divided into 98 chapters and 1,361 
items. Many of these in turn comprise sub- 
items, numbering altogether 5,237. 

As to the charging of duties the chief dif- 
ference from the 1921 tariff is that these are 
now ad valorem instead of specific. The un- 
certain international currency situation, coupled 
with the experience of inflation during and 
after the war, left virtually no choice but to 
apply the ad valorem method, even though it 
has some drawbacks. For instance, it offers 


(17) Law No, 330 of 15th June, 1950. 
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more chances of defrauding the revenue than 
specific duties do; and when there is inflation- 
ary pressure it may become a further source 
of inflation, because the duty on goods will 
rise proportionally when their price rises, the- 
reby accentuating the movement. That in fact 
is just what happened in the summer of 1950 
when the new tariff was brought in; and this 
was one of the reasons why it was decided to 
modify the general tariff, so that supplies could 
be more easily obtained from abroad, with 
import prices rising less. 

There are only 44 items in the new tariff 
which are subject to specific duties as well as 
to the ad valorem duties; and there are no 
more than 20 items, under the heads of tobacco 
and moving picture films, for which the duties 
are purely specific. 


5- — It is difficult — and would perhaps 
be useless — to ascertain the incidence of the 
general duties of the 1921 tariff and the fol- 
lowing modifications down to World War II. 
According to the experts, the pre-war general 
tariff had reached an average level not distant 
from the level of the 1950 general tariff, al- 
though some variations had occurred from one 
section to another. For the 1950 general tariff 
an average incidence of 24 per cent has been 
proposed, but this figure, being the result of 
a simple arithmetical mean, has a relative 
significance and can be only taken as a rough 
approximation (18). 

Anyhow there can be no doubt that the 
two general tariffs (1938 and 1950) bring the 
protection up to a high level. But the pre-war 
general tariff had already been lowered by a 
series of international agreements. This had 
led to a working tariff whose level was esti- 
mated in 1938 around 15.55 per cent if goods 
exempt from duty are included, and 19.22 per 
cent if they are not. If allowance is further 
made for the « license fee » which in 1938 was 
3 per cent (but has now been abolished), the 


two figures rise to 18.55 and 22.22 per cent 


respectively (19). 


(18) See E. Corsino, Le nuove tariffe doganali, in « Ban- 
caria », No. g for 1950, p. 829 ff. 

(19) Compare E. Anzittorri’s monograph Misura del livello 
della tariffa doganale italiana, Report of the economic Com- 
mission of the Ministry for the Constituent Assembly, Rome 
1946. , 
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Dr. Anzillotti in a study on the working 
tariff of 1938 (20) calculated the average level 
of customs for large branches of production, 
thus helping to define their position in relation 
to international prices. These levels are sum- 
med up in the following simple arithmetical 
means: 


Per cent 
Live Animals . 25.86 
Food Products . ‘ 42.78 
Raw and Basic Materials . 6.44 
Semi-finished Goods 13.48 
Finished Goods 21.12 


As will be seen, the highest protection is 
for farming under the head of « food pro- 
ducts ». The duties serve mainly to protect the 
growers of cereals, especially of grain, since 
grain growing covers a greater area in Italy 
and employs more people than any other oc- 
cupation. The protection is much lower for 
« live animals », i.e. for stockraising. This is 
the other main branch of Italian farming, and 
its development is now perhaps the most im- 
portant problem facing Italian farmers (21). 

In the case of raw and basic materials the 
duties are low, where there are any at all, and 
are chiefly designed to produce revenue (22). 


(20) See ANZILLOTTI, op. cit. 

(21) The process however is bound to be slow and gradual. 
One need only think of the effects which must be produced by 
an upheaval of this kind on the work and livelihood of millions 
of people; on the far-reaching technical transformations that 
would be needed; on the financial cost; on the structure of our 
agricultural system, with fragmentary farms and tiny holdings 
in many areas; and on the difficulty of overcoming traditions 
which have been rooted in the people for centuries, (See 
G. Mepic1, The E.R.P. and the Problems of Italian Agricul- 
ture, in No. 7 of this Review for 1949, pp. 416 ff.). 

(22) In 1952 the imports not subject to duty reached a total 
value of 465 milliard lire. This was equal to 32 per cent of 
all imports. Details are as follows: 


Goods exempt from duty imported in 1952 


(Millions 

of lire) 
Coal . : 118,018 
Wool and waste . 77:771 
Iron and steel scrap . 29,559 
MM. « s 12,059 
Natural rubbe 24,569 
Crude petroleum 139,059 
Raw hides 12,701 
Metal ores 12,765 
Sundry products . 395133 





Total . 465,634 


Nazionale del 
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Since Italy lacks natural resources, it is clearly 
essential to provide our manufacturing indus- 
tries with raw materials at the lowest possible 
cost. A difficult problem has however arisen, 
as will be seen in Section IV, in regard to 
iron and steel products. 

Where the duties reach high levels is in 
the case of finished goods. This is one mani- 
festation of the general state of affairs which 
makes the production costs in Italian industry 
high, and which arises from a number of fac- 
tors, not all of which are internal in character. 
Thus the shortage of raw materials often han- 
dicaps the Italian producer as compared with 
his foreign competitors who are better sup- 
plied (enjoying the benefits of double pricing 
systems, lower transport costs, etc.). Besides 
this the Italian home market is poor, so that 
mass production and rationalisation of industry 
are more difficult; and, finally, her industrial 
system is rigid and her labour immobile, lar- 
gely because of the chronic eccess of work- 
ers (23). 

These ratios between the major economic 
branches have not undergone appreciable chan- 
ges in the 1950 tariff. This was indeed bound 
to be so. Variations could only be introduced 
by stages and to a limited extent, as the dif 
ferent degree of protection accorded to the dif- 
ferent economic branches reflects some basic 
features of the italian productive system which 


hold good to day as in pre-war years. 


Ill - The « Working Tariff » and its Develop- 
ment from 1950 to 1953. 


6. — As has already been indicated, the 
level of the present « general tariff » may be 
regarded as being roughly the same as the 
« general tariff » of before the war, and, if it 
were applied, it would undoubtedly place Italy 
among the relatively high tariff countries of 
Western Europe. But the level of the present 
« working tariff », comprising the duties which 
are in fact applied, is much lower than that 
of 1938, and much lower than the present 
« general tariff». This may be seen from 
Table I, which shows, for the most important 


(23) See G. Rutroto, The Parliamentary Inquiry into Unem- 
ployment in Italy, in No. 24 of this Review for 1953, p- 7! 
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PERCENTAGE RATES OF DUTY ON MAIN GROUPS OF PRODUCTS UNDER THE « WORKING TARIFF » OF 1938, 
THE « GENERAL TARIFF » OF 1950 AND THE « WORKING TARIFF » APPLIED IN THE AUTUMN OF 1953 


2 >, 
1938 Working Tariff (a) Rate of Duty (Per cent) 
. Group of Products 1950 - ym | i 
} Rate of Duty Genneel Tariff Applied 
Group of Products (er cent) Tariff in Autumn 
. : 1953 (a) 
Foodstuf}s Foodstuffs 
Og a 25.86 ee ee ee 29 16 
Meats, soups, eggs . - ..- .- 31.57 Meats, soups, Cggs . . . 28 18 
Fish products ......- . 19.95 Fish products a 27 18 
Dairy (milk and cheese products) 12.56 Dairy (milk and cheese products) 24.5 18 
; i c #. @ « 67 5 
Colonial » goods and substitutes, — \ Coffee, tca, spices 4 ” 
and sugar products . 3-19 ) Sugar. - ee ee eee 105 94 
‘ Sugar products. ..... . 37 33 
{ Sparkling wines . . . .. . go 50 
Beverages 2 se tt tes 82.77 Ordinary wimes . ....~. 45 28 
Brandy é ; from =e 35 
; to go go 
Oil seeds and oi) fruits. . . . . 26.33 Oi! seeds and oil fruits. . . . 10 ; from 8 
ai le to 10 
Edible oils and fats . . . . . 50.14 Edible oils and fats. .... 25 es 
Textile Products Textile Products 
Raw hemp ....-.+.-.: -; exempt Raw hemp Xe 
Raw flax cong exempt 
a - ° ° . : . ° . a 15.50 Raw flax 10 ; 
Raw jute exempt Raw jute 5 ‘ 
Raw cotton. -. . . - . se 28.72 ga a ae a 8 6 
Drawn silk exempt Drawn silk 15 
Wool exempt Wool *3 
P . exempt exempt 
. from = 7.6 ? » 
Simple linen yarns -y aa Simple linen yarns 4) Se 89 5 
to 25.63 . ( to 25 23 
Simple jute yarns. . . . . . 18.57 Simple jute yarns. . 2... 30 8 
Simple cotton yarns. . . . . 13.17 Simple cotton yarns . _§ | from 15 13 
t to 20 ¢ 
16 
Thrown cotton yarns . . . . 53-45 Thrown cotton yarns... . ; fom 15 13 
a , from 6.70 > 16 
oollen yarns. . . . . . .} Woollen yarns . 1 
to 10.64 ; 4 11 
oo. sn ee 35-44 6 ke ee eo a 25 16 
. , from 5.11 
Eamee Ges wl ltl tS : : from 13 
' to 25.97 ee A i kk ee 35 4 
t to 22 
ute fabrics - 2. 2... 21.56 SE a ae ee 40 22 
ee ee from 14-57 ‘ -- from 20 13 
? » «od Cotton fabrics 
40-99 t to 30 18 
ae from 12.91 
Woollen fabrics 9 : 
en febrics 2. we eC } to 16.64 Westen Ge 3. wc we st 26 18 
‘ from -10 
i Sa eee ’ tts 5 
) to 29.53 en: Ge. te be le a9 oe 25 16 
f 7. 
Rayon fabrics . . . . . .«.$ a . 
; i to 90.4g SS ee eee a 25 16 


(a) The working tariff gives in both cases the duties actually levied. 
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Continued from page 163 


1938 Working Tariff (a) 


Nazionale 


del Lavoro 


Rate of Duty (Per cent) 
Working 


Group Products 1950 me ; 
Rate of Duty eo pai pak hed Tariff Applied 
> e os u zé a . 
Group of Products : mer in Autumn 
(Per cent) Tariff ‘ 
1953 
Iron and Steel Products Iron and Steel Products 
Pig iron 16.46 Pig iron 15 9 
Steel ingots 25.57 ker a are 20 15 
’ from 22 16 
Steel rods — from = 43-09 ae a ‘ 
to 46.55 to 35 22 
: ] from from 22 18 
Stecl plats . . . . ....! 39-94 Steel plates . . . - - + +. 
to 48.91 to 35 23 
Rails dh 21.08 Rails 35 = 
u I 
Copper o Rens eee aeewes 3-50 Copper 3-59 
i ers a 2 
Aluminium 25.07 pe ee ee ee ee 35 5 
Lead 27.03 Lead 20 13 
‘ ‘ jneerin 'voducts 
Engineering Products apne fete 
f Tool , from 20 13 
¢ rom 1.47 oois : 
MS 6 4s owe ol : Pier t to 45 25 
Oo +7 > 
‘ ‘ 18 
; " Alternating steam engines . 35 
Alternating steam engines. . . 12.37 E - a 15 
kite a Steam qurbimes . . . ss se 35 
Rotary steam engines . .. . 10.57 f 9 
4 — ‘ rom 35 
tei P 4 from 15.90 Agricultural machines . . . . $ 7? zi 
Agricultural machines - > . ’ to 40 25 
to 25.5 
f from 20 7 
rom 2.26 es ’ ; ’ ‘ 
Printing machinery -} Printing machinery ' to 35 3° 
_ to 9.25 
from 20 16 
. . 1 j j y \ 
Textile machinery. . . . . .$ from 6.05 Textile machinery . i to 30 25 
' to 12.45 
< 20 
. . + . 45 
Typewriters 37°39 Ty —— : 30 20 
Cash registers 58.93 Cash registers 60 3! 
‘ 4 
Motor-cycles . 34-74 Motor-cycles . 
Sundry Products Sundry Products 
o} . = , from 50 2y 
Coloured porcelain 38.29 Coloured porcelain > 
to 55 45 
from 12.43 f 
. 1 . rom 5 2 
Glass and plate-glass panes } to 68.49 Glass and plate-glass panes ’ ed #9 : 
50 3 


classes of commodities, the rates of duty ac- 
tually applied in 1938 and 1953 respectively, 
along with the rates of the 1950 « general 
tariff ». 

As the above table shows, the heaviest and 
most general reductions are those that have 
been made for the steel group, as a result both 
of the « Sinigaglia plan » and of the European 
Coal and Steel Community (see further on, 
Sec. IV). The duty on pig-iron has been re- 


duced from 16.46 per cent in 1938 to 9 per 
cent in the autumn of 1953; that on steel ingots 
from 25.57 to 15 per cent. The duty on steel 
rods which in 1938 varied, according to the 
type of product, between 43.09 and 46.55 per 
cent, now stands between 16 and 22 per cenit. 
In the case of steel plates the duty has fallen 
from 40-49 per cent to 18-23 per cent; of rails 
from 21 to 20 per cent; of lead from 27 to 
13 per cent. 


—_Jy ~~ 64> — 
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The relinquishment of the pre-war policy 
of «self-sufficiency » has allowed of more or 
less substantial reductions also for the food 
products group, which, with the single ex- 
ception of « milk and its products », extend to 
all items; in the case of live animals the duty 
has been reduced from 25.86 to 16 per cent; in 
that of meats from 31 to 18 per cent; for fish 

roduts from 19.95 to 18 per cent; for oil seeds 
and oil fruits from 26.33 per cent to 8-10 per 
cent; for edible oils and fats from 50 to 20 per 
cent. The duties on coffee, tea and peper 
— levied for revenue purposes — now stand 
at 50 per cent as against 115, 299 and 243 per 
cent respectively, in the pre-war period. The 
duty on sugar, even though still very high (24), 
has been halved; from 186 it has been brought 
down to 94 per cent. 

In the case of textile products the direction 
of the movement in the rates of duty between 
the two periods is not uniform. For one 
group of products there have undoubtedly been 
marked reductions as in the case of raw flax 
in which the rate of duty has fallen from 15.50 
to 5 per cent; raw cotton from 28.72 to 6 per 
cent; linen yarns from 7-28 to 5-23 per cent; 
thrown cotton yarns from 53.45 to 13-16 per 
cent; rayon from 35.44 to 16 per cent; cotton 
fabrics from 14-40 to 13-18 per cent, rayon 
fabrics from 17-90 to 16 per cent. For another 
group of products the duties have remained 
practically unchanged; these are jute yarns, 
linen fabrics, jute fabrics, silk fabrics. For a 
third group there have been increases of a few 
points: thus the rate of duty has risen from 
12-16 to 18 per cent for woollen fabrics; from 
6-10 to 11 per cent for woollen yarns; from 13 
to 13-16 per cent for cotton yarns. In the case 
of drawn silk and jute, which were duty free 
before the war, a protective duty of 13 and 4 
per cent is now levied respectively. 

In the case of the engineering products the 
movement also differs from one product to 
another, but in this case the upward adjust- 
ments have outnumbered the downward ones. 
Thus we note a rise in the case of tools (from 
I-24 to 13-25 per cent), of alternating steam 


(24) For the reasons that justify the high tariff protection 
on sugar — a phenomenon common to all the producing coun- 
tries of Western Europe — see the article by Prof. P. ALpEr- 
Talo, Italian Agriculture in the Framework of the New Customs 
Tariff, in No. 14 (1950) of this Review, pag. 181 ff. 
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engines (from 12 to 18 per cent); steam tur- 
bines, printing machines and calculating ma- 
chines. On the other hand, the rates on agri- 
cultural machinery have fallen from 15-25 to 
9-25 per cent; typewriters from 37 to 20 per 
cent; cash registers from 58 to 20 per cent; 
motor-cycles from 34 to 31 per cent. The need 
for raising the duties on many engineering 
products may seem strange. But the fact is 
that in most cases ‘the heavier protection is not 
so much due to a deterioration in our position 
as competitors on world markets as to the fact 
that prior to the war imports of these goods 
were subject to quantitative controls, and the 
tariff was therefore of secondary importance. 
At the present time, on the contrary, imports 
of engineering products from the OEEC coun- 
tries have been almost entirely liberalized. Mo- 
tor-cars are the only important exception (25). 

The same conclusion concerning the level 
of the effective rates of duty is borne out by 
the figures in Table II, which compares the 


Taste I 
CUSTOMS DUTIES FROM 1938 TO 1952 








} . a | 
Duties, licence 


Year Enpese fees and admi-| Rate 
(a) nistrative | (per cent) 
charges _ 
(thousand of lire) 
1935 10,464,455 1,433,758 13-79 
1948 792,899,000 38,523,681 4.85 
1949 777:967,000 54,913,829 7:05 
1950 807,961,000 = 59,555,695 | 7:37 
1951 1.198,643,861 77:971,016 6.50 
1952 1,215,008,020 79,051,985 6.50 


(a) Excluding goods temporarily imported. 
Source: Records of Parliamentary Proceedings, Chamber of 


Deputies, Session of 28th September, 1953. Statements by the 
Minister of Finance, Signor Vanoni. 


value of imports with Customs revenues over 
a series of years between 1938 and 1952. This 
table shows that the ratio between Customs 
revenues and the value of imports fell from 
13.8 per cent in 1938 to 6.5 per cent in 1952. 

The method of measuring the level of the 
tariff used in Table II (the « weighted average » 


(25) Motor-cars are also protected by a 45 per cent ad 
valorem duty. The last car models, hower marked noteworthy 
progress towards reducing the difference between Italian and 
foreign costs. 
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method) is admittedly in principle open to 
serious objections, especially since the higher 
the duty on any given commodity, the lower 
the value of imports of that commodity will 
usually be, and the lower also, therefore, its 
« weighting » in the calculation of the average. 
In the particular case of Italy however the 
« weighted average » has some significance as 
a measure, in as much as the decline in the 
effective tariff rates has not only been very 
marked but has also been accompanied by an 
unprecedented expansion in imports of all cate- 
gories of goods (26). In real terms indeed the 
value of 1952 imports was more than twice 
the value of 1938 imports. 

The present low level of the effective rates 
of duty is due to the alleviations which, as 
previously mentioned, the Government applied 
from 1950 onwards in reduction of the « gene- 
ral tariff», thereby producing the « working 
tariff». In reality the « general tariff » has 
been regarded as a «ceiling» to be used in 
bargaining, and to be applied only in the last 
resort. The effective duties could rise to equal- 
ity with those of the « general tariff » or could 
remain below them: this was to depend on 
circumstances such as Customs policy in the 
United States and the British Commonwealth, 
the results of international agreements and con- 
ferences, fluctuations in the level of business, 
and so forth. The «rules of first application » 
laid down what criteria were to be followed in 
determining this « managed » application of 
the tarff; and they expressly referred to the 
state of markets, to the supply situation, and 
to the needs for consumption and for the re- 
equipment of the country’s economic system. 

In the summer of 1950, in particular, a 
number of considerations made it desirable to 
have the duties at a moderate level. The chief 
need at that time was to counteract the in- 
flationary pressure let loose by the Korean war; 
and that pressure would have been made 
stronger if the « general tariff » had been fully 
applied. Moreover, important negotiations on 


(26) One item which contributed a good deal towards bring- 
ing down the ratio between Customs revenues and the value of 
total imports was grain: the duty on this is at present « in 
suspense », as there is still a Government monopoly of imports. 
Another item was iron and steel products, on which the tariff 
protection has been cut by nearly a half as compared with 
before the war. 
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Customs policy were in prospect, including the 
Torquay Conference and talks with a view to 
bilateral agreements with France and Switzer- 
land. There would thus have been no point 
in applying the high rates of the « general 
tariff », only to return a few months later to 
the moderate rates set forth in the agreements. 

The following paragraph lists the main al- 
leviations which were allowed. 


7.—(a) Mention must first be made of the 
« temporary rules of first application », which 
came into force on 15th July, 1950 at the same 
time as the new « general tariff » (27). Apart 
from certain limited exceptions these rules laid 
down that, where the new duties were greater 
than 11 per cent ad valorem, the duty applied 
would be the mean between 11 per cent and 
the duty in the new « general tariff». The 
higher the new duty, the greater the cut. This 
was called the « Vanoni formula» after the 
Minister who proposed it (28). The basic idea 
was that from 1947 onwards the general aver- 
age of the specific duties under the 1921 tariff 
should amount to not more than 1 per cent ad 
valorem; and this, added to the 10 per cent 
licence fee, made a total of 11 per cent. 

These « temporary rules » were meant to 
remain in force until 15th July, 1951. In fact 
their validity was extended for periods of six 
months at a time, subject to a few amendments 


which need not be described in detail (29). At ' 


the present time (Autumn 1953) they are still 


(27) Presidentia! Decree No. 453 of 8th July, 1950. 
(28) The duty to be charged is found from the following 
formula: 
D+ 11 
d= 
2 


where d is the duty to be charged, and D is the duty under 
the new « general tariff » (see the Records of the Italian Senate, 
Draft Laws and Reports, Report by 5th Parliamentary Commis 
sion No. 2458-A). 

The system which was devised for softening the effect of the 
new general tariff was certainly not free from faults. It was no 
doubt desirable to avoid or at least reduce excessive tariff protec- 
tion at a time when prices were rising. This however was apt 
to change the relation between the duties charged on products 
which were linked, for example, through the fact that they 
were used in successive phases of the same production process. 
This gave rise once again to the danger of tariff anomalies 
between different products which the Government had sought 
to obviate by abolishing the licence fee. 

(29) Presidential Decrees No. 443 of 8th July, 1950; No. 516 
of 30th June, 1951; No. 1125 of 1st November, 1951; No. 169 
of 31st March, 952; No. 2387 of 24th December, 1952; No. 3 
of oth February, 1953; and No. 58 of 28th February, 1953- 
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in force. If they are not prolonged they will 
lapse at the end of December, 1953 for most 
products, and in July, 1954 for the remaining 
items (30). 

(b) Apart from the reductions under the 
Vanoni formula, the Italian authorities also 
unilaterally reduced the duties on a large num- 
ber of goods of special importance in the 
Italian economy. 


(c) In addition there were the reductions 
under international agreements. At present the 
agreements made by Italy inside and outside 
GATT cover much the greater part of her 
imports. The reductions allowed have been 
large. Those made at Torquay, for instance, 
range around an arithmetic average of 26 per 
cent (31). 

(d) Besides all this, the Government de- 
cided in November, 1951 to reduc> virtually 
all Customs duties by a further ro per cent (32). 
This was one of the steps taken in the fields 
of tariff, foreign exchange, and credit policy 
to help reduce Italy’s creditor position within 
the E.P.U. by expanding imports. Thus, in the 
same month the liberalisation of our imports 
was pushed up to 99 per cent (33). The ro per 
cent reduction of duties was called « excep- 
tional », and was to have lapsed on 31st March, 
1952; but it was in fact prolonged and is still 
in force. 


8. — The italian tariff wall has, however, 
also been breached in other ways than those 
already mentioned. Exemptions and reductions 
have been given for a variety of purposes (oil 
prospecting, shipbuilding, regional develop- 
ments, etc.), and although their scope cannot be 
described in precise quantitative terms owing 
to the lack of adequate statistics, it is the opi- 


(30) Presidential Decree No. 2387 of 24th December, 1952. 
Law No. 1846 of 7th December, 1952 continued until 14th 
July, 1954 the authority for the Government to refrain from 
fully applying the new « general tariff ». 

(31) In particular the duties on farm products and food- 
stuffs were reduced from a general average rate of 24 per cent 
to one of 16 per cent where there were agreements; and in 
similar cases those on manufactured goods were brought down 
from 32 to 24 per cent. See S. Parsont, Italy’s Tariff Agree- 
ments at Torquay, in No. 17 of this Review for 1951, pp. 84 ff. 

(32) Presidential Decree No. 1125 of 1st November, 1951. 
Certain products, mostly of a luxury character, were excluded 
from the 10 per cent reduction. 

(33).See G. Prerranera, The Crisis in the Italian Balance 
of Trade, in No. 24 of this Review, p. 47. 
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nion of experts that the volume of imports 
which have come in duty-free in consequence 
of the whole complex of provisions of this kind 
has been far from negligible. And indeed the 
alleviations in question were designed to meet 
the concrete needs of certain well defined cate- 
gories of producers or of certain areas and were 
thus certainly not intended to remain a dead 
letter. Among the most important of the pro- 
visions that are still in force are the following: 


(a) Imports of equipment for oil pros- 
pecting have been exempt from duty since 
1926 (34). This provision has become especially 
important in this post-war period in view of 
the development of prospecting and the disco- 
very of new fields of petroleum and natural 
gas. Thus, for example, the equipment import- 
ed for the construction of the Cortemaggiore 
installations benefitted from this exemption. 


(b) The Saragat Law (35) which con- 
tains numerous provisions for facilitating the 
reconstruction of the Italian merchant marine 
prescribes amongst other things that imports 
of materials and equipment necessary for ship- 


building shall be exempt from duty. 


(c) Since before the war imports of equip- 
ment destined for the so-called « industrial 
areas » have been exempt from duty. 


(d) Finally, reductions of, or exemptions 
from duty have been granted in the post-war 
period for various products imported by special 
regions (Sicily, Sardinia, Valle d’Aosta, Alto 
Adige). 


g. — The present tariff position, resulting 
from the measures described above — but leav- 
ing out of account the alleviations described 
in par. 8, not easy to be listed —, may be sum- 
marised in broad outline as follows: 


(a) A large fraction of the items in the 
tariff, numbering about 2,200 (36), are subject 
to the transitional rules. As was said above 
these fix the duties half-way between 11 per 
cent representing the old tariff of specific duties 


(34) In 1926 the Government set up the A.G.I.P. (Italian 
General Petroleum Corporation) and began to take an active 
part in oil prospecting. See the article by A. V.R., The Natural 
Gas Industry in Italy, in No. 25 (1953) of this Review, pp. 117 ff. 

(35) No. 75 of 8.3.1949. 

(36) As has already been mentioned the new Customs tariff 
contains a total of 5,237 items. 
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plus the licence fee, and the new general ad 
valorem tariff. 


(b) Certain categories of goods, compris- 
ing some 500 items, enjoy preferential tariff 
treatment under special arrangements. These 
are goods of special importance for supplying 
the country’s markets or re-equipping its eco- 
nomy, such as cereals, flour imported by or for 
account of the Government, and machines for 
use in farming and industry. 


(c) Next there are the duties governed by 
agreements, covering about 1,200 items. These 
are not subject to the transitional rules, and 
their level is governed by the terms of con- 
ventions such as those of Annecy or Torquay, 
and of agreements such as those with Switzer- 
land and France. 


(d) On about 1,200 further items the 
duties are governed by agreements, but are 
applied at rates lower than those agreed. 


(ec) On a group of commodities mainly of 
a luxury character, and about 200 in number, 
the duties in the «general tariff » are in force. 


(f) Finally, most of the duties are subject 
since 1st November, 1951 to the 10 per cent 
reduction mentioned above (37). 


The general result is that the « temporary 
rules for alleviation » have not lapsed, but have 
been maintained and extended (38), thereby 
producing a « working tariff» at a relatively 
moderate level (39). 

Admittedly it cannot be said that this 
« working tariff» has been inspired by the 


(37) Unfortunately the cumulative effect of the successive 
measures has produced discrepancies and structural maladjust- 
ments as between the levels of the different duties, and the 
industrialists concerned have not failed to criticise this aspect. 

(38) A few categories of goods form exceptions to this other- 
wise general tendency, the only important ones being steel pro- 
ducts and cutlery. In both cases the duty was raised from the 
very low level resulting from the unilateral reductions to levels 
fixed by agreements, which were closer to those in the « general 
tariff ». 

(39) It has moreover been claimed by industrialists that « at 
any given figure the protection afforded by Customs duties in 
Italy is much less than that in other countries, because a large 
part of the duty merely takes the place of the indirect taxes 
charged on goods produced in Italy ». They go on to argue 
that, if the effect of the duties is to be measured on a realistic 
basis, they ought to be « split into two parts so as to isolate 
that part wich has a purely fiscal purpose as a substitute for 
indirect taxes, unless it is possible to change our fiscal system 
so that the taxes shall be levied on the finished product » 
(Statements made to « Il Globo », 26th March, 1953 by Dr. 
Costa, the President of the Confederation of Industrialists). 
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theories of those who regard tariffs as justified 
only as a means of giving protection to infant 
industries. Broadly speaking the duties have 
rather been determined by reference to the dif- 
ferent levels of costs as between the Italian 
producers in the various sectors of the economy 
and their foreign competitors. In order to 
« measure » these costs an attempt was made 
to calculate some rough average of the costs 
of single enterprises, assuming that this aver- 
age could be taken as « the » cost of the « in- 
dustry » or «branch of farming». That me- 
thod may perhaps not be approved by economic 
theorists, who may argue that it is just a con- 
venient way of protecting the marginal and 
least efficient producers with the highest costs, 
Against this must be put the facts and consider- 
ations that have already been set forth. On the 
other hand, the heavy increase in Italy’s im- 
ports in 1952-53, the disquieting growth in the 
deficit in her balance of trade, and the pressure 
on her foreign exchange reserves, would seem 
to show that the new Customs tariff has not 
insulated industry and farming in Italy from 
the effects of international competition. 


10. — Indeed, since 1950 Italy’s international 
position has seriously deteriorated. In the first 
number of this Review for 1953 (40) we refer- 
red to the crisis in the Italian balance of trade. 
Elsewhere in the present number of the Review 
Dr. Carli resumes the story (41); he shows 
that there are even more disturbing prospects 
in sight, and he extends the study to include 
the balance of payments. Here it may suffice 
to say that in the first nine months of 1935 
Italy’s position in the E.P.U. further worsened, 
and she became a debtor country with a net 
cumulative adverse balance of $ 40.8 million 
at the end of September. The overall deficit 
in the balance of trade has remained about 
the same at 363,000 million lire for the first 
seven months of 1953, as against 372,000 mil- 
lion in the corresponding period of 1952. 

In face of the deterioration in Italy’s inter- 
national position there has been an increasing 
tendency, of which Dr. Cerli’s article is one 
example, to doubt the appropriateness of con- 


(40) See G. Prerranera, loc. cit., pp. 44 ff. 
(41) See G. Carui, The Italian Balance of Payments Pro- 
blem, pp. 151 ff. of this number. 
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tinuing a commercial policy which is generally 
liberal in character. Indeed up still now Italy’s 
measures for liberalising imports and lowering 
Customs duties have not been reversed, and 
the authorities have resisted the pressure of 
interested groups which urged them to take 
this step. This attitude is however, conditioned 
by the hope of finding a solution in terms of 
more positive action on the part of the other 
E.P.U. countries towards the abolition of 
restrictions. In other words Italy, rather than 
readjusting her own liberalisation quotas and 
protective system in a definitely restrictive di- 
rection, has preferred to try to persuade other 
countries to come into line, so that the balance 
may be restored at the highest possible volume 
of international trade. That incidentally is the 
course advocated by the O.E.E.C. On the other 
hand, the re-orientation of Italy’s productive 
system along more rational economic lines can- 
not be exclusively left to the impact of foreign 
competition, but has to rely on a closer inter- 
national cooperation (42). 

In face of the continuation of restrictive 
tendencies in other countries, it is no wonder 
that authoritative voices have been raised of 
late in Italy to demand more vigorous defence 
of her interests. Some action is indeed urgently 
needed to stop the rot. And since the crisis in 
her trade balance (and the weakening of her 
foreign exchange position) has manifested itself 
in 1953 in the shift of the deficit from the 
dollar area to the E.P.U. area, and since there 
can be no denying the influence on _ this 


(42) The Ministerial Report appended to the text of the 
« enabling act » of 1949 expressed a very clear view on this mat- 
ter; the essence of it is contained in the following passage: « At 
least so long as limitations on the movement of people make 
it impossible to spread the labour force throughout the world 
in a way which corresponds to the distribution of natural 
resources and capital, the economy of any country must be 
regarded as though it were a large firm, in which if the raw 
materials coming from abroad are excluded, all the expenses 
both for consumption and for investment amount to a constant 
cost, which can in practice be reduced only in a highly limited 
degree. It will thus be seen that within a country’s economy 
the margin of economical working can be stretched much 
further than people usually think; and that many forms of 
production and activity which can be conducted only if they 
have some kind of support, protection or subsidy need not at 
all be regarded as uneconomic from the national point of 
view. On the contrary, they are worth preserving and even 
expanding, because they make an addition to the real income 
steam which would not otherwise take place, without, how- 
ever, adding anything or much to the total economic and social 
costs which the country bears ». 
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development both of liberalisation and of tariff 
reductions, it is inevitable that the courageous 
commercial policy which Italy has hitherto 
followed should become the subject of renewed 
discussion, and that at least partial readjust- 
ments may have to be expected in the near 
future. 


IV - Steel Duties and the European Coal and 
Steel Community. 


11. — Three sections of the Italian Customs 
tariff have for a long time been the subject of 
special attention among economists and tech- 
nical experts. These are the sections compris- 
ing the duties on iron, on grain and on sugar, 
which are regarded as the three corner-stones 
supporting the whole edifice of our tariff 
system. The debates were long and keen be- 
tween the liberal school of Italian economists 
(Einaudi, Jannaccone, Umberto Ricci, etc) on 
the one hand and producer groups and Govern- 
ment departments on the other. These discus- 
sions gradually died down, however partly be- 
cause the tariff eventually came to be regarded 
as a lesser evil by comparison with the jungle 
of quota restrictions and controls that had by 
degrees been introduced. 

The problems of grain and of sugar were 
discussed in an article which was published in 
this Review in 1950 (43). We-shall not go over 
this ground again, because the position has not 
substantially changed since then. It may how- 
ever be of interest to refer briefly to the problem 
of the duties applied to iron and steel products. 


(43) Paoto Axvsertario, Italian Agriculture in the Frame- 
work of the New Customs Tariff, No. 14 of this Review for 
1950, pp. 181 ff. 

Under the Annecy Convention a rate of 30 per cent was 
laid down as the duty on grain. A clause was added limiting 
the margin of variation of the price of home-grown grain and 
of imported grain, in the sense that it should not rise more 
than 15 per cent above the price in the previous crop year, nor 
fall more than 20 per cent below it. At the moment, however, 
the price of grain in Italy is protected not by the Customs tariff 
but by the « quota collection » system and by the Government 
monopoly of imports. The grain imported by the Government 
is of course free of duty. 

In the 1952-53 crop year there was a record grain harvest 
of 88 million quintals. Of this amount the Government obtain- 
ed 16 million quintals at the official price of L. 6,800 or $ 10.90 
per quintal. The existence of the import monopoly makes it 
easy for the Government to control the price of the grain which 
is not officially collected but is sold on the free market. Such 
grain amounted to about 35 million quintals in the 1952-53 
crop year. Out of the remainder of the crop, 28 million quintals 
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As is well known, the iron and steel in- 
dustry in Italy grew up under the umbrella 
of high Customs protection. It was born late 
by comparison with the industry not only of 
Great Britain but also of Germany. It was 
also at a clear disadvantage because Italy had 
little or no iron ore and coal, while the poor- 
ness of the Italian market ruled out mass pro- 
duction, with the lowering of costs which that 
makes possible. That is why the Italian iron 
and steel industry needed strong Customs pro- 
tection to put it on its feet. That protection 
was in fact given to it by the 1887 tariff. This 
however at once brought out a problem which 
was later to become of fundamental impor- 
tance, namely the effect on the engineering 
industry of the protection given to the iron 
and steel industry. For the protection of iron 
and steel raised the costs in engineering. 

This problem was already acute before the 
First World War. Even then many people 
used to wonder why the engineering industry 
did not rebel against its fate. At the time when 
Italy definitely embraced protection in the 1887 
tariff the iron and steel industry was much 
more powerful than the engineering industry, 
which was then in its infancy and had a 
structure based largely on craftsmen’s work- 
shops. It was in the early years of the twentieth 
century that engineering forged ahead. Even 
then, however, it seemed quite unreal to hope 
to export to international markets against 
British and German competition. It was in fact 
thought a great achievement if the foreigner 
could be kept out of Italian markets. By com- 


were kept by the farmers for consumption by themselves and 
their families, and g million were retained for sowing. 

For certain typical years the rate of duty on grain has been 
calculated as follows: 


Per cent 
es ge) le yl SY ee 
oe oe 6 ee Oe ee 
ees Ye ee a ee 
ek. Ae) ee Oe Oe 


1931 was a year of depression, in which protection against 
foreign competitors was carried to an extreme. (Sources: For 
the years 1913 to 1931, H. Lrepman, Tariff Levels and the 
Economic Unity of Europe, London; for 1938, Report by the 
Economic Commission of the Ministry of the Constituent 
Assembly; monograph by Prof. M. Banpin1). 

A clear statement of a liberal view on the grain problem 
can be found in Giuserre De Meo, Aspetti quantitativi della 
politica granaria italiana, loc. cit. Another appears in an article 
by E. Rossi, Ferro, grano, zucchero, in the weekly «Il Mondo » 
of 19th November, 1949. 


parison with that danger the higher prices were 
a lesser evil. It suited the engineering com- 
panies not to attack the steel producers, but 
to buy high-price steel from the protected 
Italian steel industry, and then, with the sup- 
port of the steel producers, to ask the Govern- 
ment for Customs protection so as to preserve 
at least the Italian market (44). 

At a later stage the engineering industry 
became the largest in Italy, outstripping even 
textiles. In 1937 it employed 675,000 persons, 
and the capital invested in it in companies 
other than craftsmen’s shops was put at 18,400 
million lire. At that time the textile industry 
had less than 600,000 workers, with capital of 
Lire 14,000 million; and the iron and steel in- 
dustry employed 103,000, with capital amount- 
ing to Lire 7,000 million (45). 

Since the late war it is precisely in the 
engineering industry that those concerned have 
placed their greatest hopes of increasing ex- 
ports, and of thereby absorbing the unemploy- 
ed. However, if the engineering industry is 
to be able to expand and to export, it must 
be able to acquire its raw materials at com- 
petitive international prices. That is the pro- 
blem which has existed for many years. To 
resolve it a plan has been initiated which is 
called the « Sinigaglia plan » after the name 
of its author. The plan provides for radical 
reequipment and rationalisation in the iron 
and steel industry; and it is hoped that this 
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(44) The economic literature of the period shows that at 
that time the engineering industry thought almost entirely in 
terms of the home market, and not of exports. See for example 
what was said by Umserto Riccr in 1920 in a paper which he 
read before the Roman Liberal Association, and which is report- 
ed in the book « Dal Protezionismo al Sindacalismo », Bati, i 
Laterza, 1926, p. 51: «... the ironmaster says to the machine 
builder: ’’ It is all very well that you should have the advan- 
tage of getting your iron and steel outside Italy. But if you 
buy from me instead, and this makes your goods dearer to 
produce, I will see that you get the Italian market, because 
I will see that high duties are put on the cheaper foreign 
machines” ». This same article by Ricci contains a selec 
bibliography. He refers in particular to the paper which was 
read by Prof. Jannaccone to the « Societa Italiana per il Pro- 
gresso delle Scienze » at the Milan Congress held in April, 
1917- This paper deals with the relations between the iron 
and steel and engineering industries. 

Readers may also refer to Ricci’s article « Le industne 
siderurgiche e¢ meccaniche », published in the book « Protezio ¢ 
nisti ¢ Liberisti italiani », Bari, Laterza, 1920, p. 19 ff. 

(45) See the Report on Industry by the Economic Commis 
sion of the Ministry of the Constituent Assembly, Volume 1, 
pp. 212 and 293. , 
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will enable the industry for the first time to 
meet international competition (46). The task 
is difficult, partly because of the social reper- 
cussions which it entails. The difficulty has 
been recognised by the European Coal and 
Steel Community, which has agreed that the 
work of completely eliminating Customs pro- 
tection as required under the pool arrange- 
ments may be spread over five years. 


(46) See O. SuniGaciia, The future of the Italian Iron and 
Steel Industry, in No. 4 of this Review for 1948, p. 240 ff. 

According to recent information it would appear that up 
till now the Government has invested 132,000 million lire in 
reequiping the state steelworks, and has provided 21,000 mil- 
lion to assist the private works, (Statements made to the 
Chamber by Signor Vanoni, the Minister of Finance, at the 
session on Tuesday, 29th September). 
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At the moment the duties in force in Italy 
for iron and steel products are those agreed 
at Annecy, varying between 10 and 23 per cent 
(see Table I). These rates are subject to a re- 
duction of 10 per cent when applied to coun- 
tries that are members of the European Coal 
and Steel Community. This reduction will re- 
main in force until May, 1955; and thereafter 
it will be increased in successive steps until the 
protection vis-a-vis the members of the Com- 
munity is completely eliminated in 1958 (47). 


(47) Even those authors, who severely criticise the Govern- 
ment, which they accuse of having remained « the slave of a 
protectionist mentality », have been obliged to recognise the 
courage with which the Government is trying to arrive at 
a solution of this long-standing problem. See for example 
E. Rosst, loc. cit. 








Some Lines for the Practical Organisation 


of European Markets 


G. U. PAPI 


1. Difficulties in the way of the economic in- 
tegration of Europe. 


Several difficulties stand in the way of the 
economic integration of Europe: 


(a) The first is the well-known reluctance 
of the Governments to renounce sovereignty 
rights. 

(b) A second arises from the fact that 
Great Britain hesitates to insert herself as an 
integral part of Europe, fearing that this 
might endanger her imperial interests. At the 
same time she shows little wish to see an 
integrated Europe formed without her parti- 
cipation. We might say, paraphrasing the 
Latin poet: nec mecum, nec sine me. 

(c) A third difficulty is offered by the 
fact that economies of the European countries 
are not complementary. This is however only 
a seeming difficulty. When studies were made 
for the economic union between France and 
Italy it was seen that union would be advan- 
tageous between countries which in some re- 
spects are competitors in the economic field. 
When production costs do not differ widely 
from one country to the other, the specia- 
lization of business in the branches to which 
each is best suited as a result of such a union 
may occur without causing any great loss to 
either country. 

(d) A fourth difficulty is met with in the 
scanty awareness of the aims that European 
economic integration should pursue. A Euro- 
pean Union could certainly not solve the pro- 
blem of imports; i.e. of the purchases each 
European country must make to secure ne- 
cessary supplies of raw materials and foods. 
It might indeed encourage a more efficient 
utilisation of opportunities of production, re- 


duce the volume of imports and lower pro- 
duction costs, thus facilitating European ex- 
ports to other continents. But Europe would 
always have to rely on sure, even if only 
partial, sources of supply from other Conti- 
nents and on foreign outlets for her pro 
duction. 


Thus the European is part of the World 
problem. And economic integration of Euro- 
pean countries can only be viewed as a means 
for facilitating the solution of the world pro- 
blem of enlarging production and intensifying 
trade. In might be a happy start in the right 
direction. 

(e) A fifth difficulty is found in the com- 
plex economic structures of the several coun- 
tries. The integration of countries with highly 
diversified economies — at once agricultural, 
commercial and industrial — is difficult. The 
initiative taken by the 13 countries that form- 
ed the nucleus of the United States of America 
cannot therefore be rightly pointed to as a 
precedent. Those were scantily populated ter- 
ritories, producers of raw materials most of 
which were consumed on the spot, and not 
liable to be displaced by goods produced in 
other parts of the Economic Union that was 
being formed. Nor can one quote the case of 
the German States which, towards the middle 
of the XIXth century, united in the Zollverein 
which developed later on as a political unit: 
the German Empire. Unification did not meet 
with energetic opposition, because it did not 
entail deep structural changes. At most, it 
endangered the chances for future autono- 
mous development of the individual States 
by assuring expansion of the Union in the 
political field. The present situation of the 
European countries is a quite different one. 
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(f) A sixth and last difficulty consists in 
the fact that as from 1930 the process of the 
diversification and disintegration of interna- 
tional economy has replaced that of interna- 
tionalisation and unification of the policies 
followed by each country. National policies 
have emphasised their differences, and this 
is due to ever more frequent government inter- 
vention in matters of monetary, social, finan- 
cial and economic policies, to meet special 
conditions and problems, whose importance 
cannot be ignored. 


2. Presumable losses arising from European 
economic integration. 


The possibility of the following losses 


arises : 


(1) the relinguishment of some branches 
of production which could no longer survive 
in an enlarged economic space; 

(2) the limitation of other activities which 
might be found in excess or economically in- 
expedient in a wider market; 


(3) more or less large-scale shifts of 
workers from one area to another, with the 
changed opportunities for employment; 

(4) the inactivity of capital invested either 
in productions that would have to be relin- 
quished or reduced; or in the many forms of 
equipment (dwellings, shops, means of com- 
munication, public utilities) in localities which 
would be deserted, or whose previous pro- 
spects of development would be reduced; 


(5) greater need of capital: (a) to set 
up new plants; (b) to enlarge existing ones 
in those places that have shown themselves 
to be favourable; (c) to carry out public works 
and services made necessary by the growth of 
economic activity and population in the local- 
ities that would benefit by the larger inte- 
grated space; 

(6) reduction, even if only temporary, of 
total production, due to shifts and uncertain- 
ties lasting over a considerable length of time; 

(7) possible unemployment. And _ here 
the need is seen that, if serious and persistent 
unemployment should arise in some of the 
Participating countries as the result of inte- 
gration measures, the governments should ar- 


173 


range plans in advance to face such a danger 
without delay. 


The Governments should also take special 
care to coordinate their respective financial, 
economic, social, railway rate, and invest- 
ment policies, so as to bring them gradually 
into keeping with the needs of economic 
integration. 


3. Advantages arising from economic inte- 
gration. 


Two leading groups of advantages for the 
countries as a whole can be stated: (a) those 
of a more easily accessible market, at first due 
to the disappearance of quotas and later on, of 
customs tariffs; (b) the benefits of the rational- 
isation of production. 

The first of these advantages would be 
secured by a wider and more accessible market 
for products obtainable in even larger quan- 
tities at lower costs and at gradually falling 
prices, if competition among producers con- 
tinues active not only in each country, but in 
the integrated area. This — as stated — would 
enable consumption to increase throughout the 
unified territory: that is to say, it would either 
satisfy the greater size of each need, or a 
greater number of needs. Consequently, the 
standard of living of the inhabitants of the 
integrated countries would rise. This result 
— in certain countries — of lower production 
costs for larger outlets of easier access, clearly 
outlines the productive activities to which each 
country may prevalently devote itself. In other 
words, it indicates what are the products of 
each country that are typically complementary 
to those of the country towards which they 
flow. This amounts to saying that they will 
be the products that it would be difficult for 
the importing country to reproduce, and in 
the case of the country of origin they will 
be the products it is most profitable to export. 
The number of these products and the degree 
of trade activity between the countries will 
determine the degree of complementarity of 
the economies of the countries desirous of com- 
pleting their respective development. 

The second group of advantages — those 
obtained by the rationalisation of production — 
depends on the possibility of securing, within 
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the new territory, a shift of the factors of 
production, so as to assure more economically 
expedient arrangements: i.e. arrangements al- 
lowing of lower costs. Rationalisation affects 
competing productive activities, i.e. those com- 
peting one with the other to place a given 
product on the market of each country, or on 
the integrated market. 

This competition ranges from the effort — 
that the entrepreneur of each country makes 
to lower his own production costs and beat 
his competitors — to the understandings — 
undoubtedly more convenient — that he can 
reach with other entrepreneurs, so as not to 
continue producing different types, at diffe- 
rent cost levels, when it would be possible 
to reduce the types to one, or a few, obtained 
at lower costs, in localities that lend themselves 
to more favourable arrangements of the factors 
of production available on the integrated ter- 
ritory; and specialising production not only as 
regards quality, but also as regards time, as 
happens for certain products such, for instance, 
as fresh fruits and vegetables. Thanks to such 
specialisation, products that were originally 
competitive become, at least partially, com- 
plementary. 

The reference to the losses and advantages 
arising from European economic integration 
is made — let us repeat it — for the inte- 
grated area as a whole. To judge better of 
the balance between losses and gains, we may 
add that the interests that might be sacrificed 
by economic integration would be found in 
competing forms of production; but this loss 
could be offset by the advantages accruing 
from understandings for improving the arran- 
gements of productive factors. The sacrifice 
of some undertakings, the loss of some invest- 
ments would be temporary evils; whereas the 
advantages obtained by the gradual attainment 
of the object integration has in view — larger 
and readier markets, less costly production — 
would be enduring. 


4. Gradual advance towards economic inte- 
gration. 


There are two ways by which to seek 
European economic integration. One would 
be to have recourse to simple and drastic 


political measures which would decide on 
integration, leaving the individual countries 
to adjust their economies to the new situa- 
tion as best they may. The other calls for 
the careful study: (a) of the existing situation 
in each country; (b) of the probable changes 
brought about by liberalization and integra- 
tion measures; (c) of specific agreements and 
devices for repairing losses and facing harmful 
emergencies. 

By following the second way, political 
action is not excluded: on the contrary such 
action would be taken with full knowledge of 
all the consequences it entails. It would there- 
fore seem preferable to the first way, as it 
would avoid acting without due preparation; 
even if, by following the second method to its 
final conclusions in a given branch, it would 
lead inevitably to the integration of the whole 
economic activity of the countries prepared to 
follow it. 


5. Two working hypotheses. 


We may take as a base two working 
hypotheses: (a) that, in order to secure the 
complete economic integration of Europe, a 
beginning be made by repealing quota restric- 
tions: the so-called « liberalization » of the 
trade of the several countries; (b) that, while 
gradually eliminating quota restrictions, cus- 
toms duties should remain at present levels, 
or with the possibility of raising them within 
certain limits — for instance by not more 
than 10-15°% — so as to act as a mechanism 
for equilibrating the differences in the pro- 
duction costs of the several countries, includ- 
ing in costs also the differences arising from 
taxation, social insurance, and the cost of 
surplus labour. 

Unfortunately, it seems unlikely that quota 
restrictions will be repealed all at once. We 
need only consider the dense thicket of ex- 
isting measures which range from the orgat- 
isation of the home market of each country 
to the regulation of foreign trade. It would 
therefore seem reasonable to foresee here also 
gradual measures, which would mitigate the 
losses and allow of the development of the 
advantages to which reference has been made. 
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It would seem necessary to study a « tran- 
sition mechanism » from the present intricate 
high protection system towards the aim of a 
common market on which goods, services and 
capital could freely move. The immediate 
object of a process of organisation of Euro- 
pean markets — even if those for agricultural 
products be more especially considered — 
should be to devise a transitory mechanism 
which could be adjusted to meet special 
situations and special products. 


6. The aims of the organisation of agricultural 
markets. 


As a means for educating public opinion 
in the several countries, it may be helpful to 
try to identify the purposes of the organi- 
sation and unification of European markets. 

The chief aim would be to raise the 
standard of living of the European peoples. 
This aim is linked up with the following: 
(a) the fuller use of available factors of pro- 
duction; (b) the improvement of the conditions 
of production; (c) the increase of its volume 
and improvement of its quality, wherever 
economically expedient; (d) make Europe to 
some extent independent of the dollar area; 
(ce) gradually intensify trade between the mem- 
ber countries, so that each may be able to 
benefit by the growing output of the others; 
(f) offer each country the possibility of mo- 
difying, in the course of time, its production 
policies with a view to attaining, in confor- 
mity with the aims above stated and with its 
own environmental conditions, a greater de- 
gree of specialisation, lower production costs, 
and larger consumption. 


7. Undertakings to give priority to purchases 
from the member countries. 


Each member country would undertake to 
give priority to purchases of a certain quota 
of the exportable surpluses of the other mem- 
bers. The quota for each country would be 
fixed jointly by the importing and exporting 
countries, represented by a specially appointed 
central Organ. The quota would be subject 
to upward revision each year, or other agreed 
unit of time, taking into account, on the one 
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hand, the trend of production in the export- 
ing countries, on the other, the increase of 
population and any increase in purchasing 
power and in consumption in the importing 
countries. 

The purchase undertaking would be a 
binding obligation in those cases in which 
the Government itself handles the trade in 
a given product. When the trade is in private 
hands, the undertaking would bind the im- 
porting country to allow the entry of a fixed 
quota of the product and the exporting country 
to make available the amount foreseen in the 
quota. 

The price at which the importing country 
would withdraw the quota it has agreed to 
take, would be fixed by multilateral negotia- 
tions between all the member countries, both 
importing and exporting. It would have to 
be such as to assure to each efficient producer 
a reasonable rate of remuneration, and would 
be revised each year or other suitable unit 
of time. 


8. Where are we going? 


When proposing the organisation of a 
European market we must clearly understand 
where we wish to go: whether the aim is to 
secure an improvement in the living standards 
of the people, more and better production, 
larger trade exchanges, a prudent specialisa- 
tion, an improvement in consumption that 
will assure the gradual attainment of an ex- 
panding economy, in order to satisfy ade- 
quately the needs of a growing population; 
or whether, instead, the aim is the protec- 
tion of certain producers, even if at high 
costs, without affording a means of encour- 
aging the increase of output. 

Should this second aim be discarded, the 
system of fixing purchase quotas, i.e. taking 
«a pledge to purchase gradually increasing 
quantities on a priority basis» would seem 
to be that best suited for assuring an active 
and lasting organisation of the European 
markets — more especially of the agricul- 
tural ones — covering all those products for 
which the member countries have not yet 
accepted the principle of trade liberalization : 
i.c., to use the OECE terminology, the prin- 
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ciple of the abolition of quotas, bonuses, sub- 
sidies and of protective expedients other than 
customs duties. 

The quota system namely, the enlarge- 
ment of the quotas now in force, proves va- 
luable: (a) for the exporting country which 
is thus enabled to place under the purchase 
agreements, signed by other countries, a mi- 
nimum of its exportable surplus, either an- 
nually or on the basis of other units of time; 
(b) for the importing country which is thus 
assured the supply of certain products at pre- 
arranged quantities and prices, without harm- 
ful consequences for home production and 
markets; (c) for the integrated area which is 
in a position to carry out plans for increasing 
production in keeping with the purpose of 
raising the living standards of the inhabitants. 


g. In other words, to avoid crystalising existing 
situations, assurances must be given to the 
exporting country, as well as to the con- 
sumers and producers of the importing 
country. 


A system other than that of the quota 
— instead of starting competition — would 
be likely to «crystalise » the existing situa- 
tion. If a single « European price» were 
fixed for the purchase made by an importing 
country from three exporting countries — A, 
B and C — that price could never be lower 
than that which covers production costs of 
country A, where conditions would be less 
economically favourable. By fixing prices 
thus, one would tend to « freeze» existing 
conditions of production without giving in- 
centives to improve them. 

It can be seen that the need of satisfying 
simultaneously three kinds of assurance is 
fundamental for the organisation of European 
agricultural markets. 


(A) The exporting country must be assured 
the possibility of marketing its exportable sur- 
pluses. The system of quotas, at a price that 
repays the production costs of the exporting 
country, places that country at once on a 
competitive footing with the other exporting 
countries; it encourages it to improve its pro- 
duction, to lower costs, and, by promoting 
its own interests, to serve those of all the 


consumers of the product exported. On the 
other hand, the system of the single price 
for all the exporting countries — which would 
necessarily have to repay the production costs 
also of the country producing under less ad- 
vantageous conditions — would do away with 
all incentive to increase production and lower 
costs. Nor can we consider for one moment 
machinery such as that accepted in the Schu- 
man Plan, for reasons already stated in the 
article published in 1952. 


(B) In the second place, the consumers of 
the importing country must be assured that 
they will obtain the supplies they need at 
suitable prices. This assurance would be 
given by the quota system at prices agreed 
on with the several exporting countries. Even 
in the early stage of the organisation of the 
agricultural markets, these prices would never 
deviate from costs for, on the one hand, the 
exporter would already be assured of a market 
for his product and would not have to seek a 
further profit by obtaining a price higher than 
that justified by costs; on the other hand be- 
cause he would find himself at once compet- 
ing with other exporters, and it would not 
be to his interest to raise his price or to main- 
tain a high level of costs. 


(C) In the third place the producers of the 
same product in the importing country would 
have an assurance that the customs protection 
they now enjoy would allow of fixing a mi- 
nimum price, below which the said product 
could never enter the country. 

If the purpose is to assure an expanding 
European economy, it is obvious that these 
three assurances would have to be given effect 
simultaneously, so as never to favour one of 
the parties concerned at the expense of the 
others. 


10. In what respect the undertakings to pur- 
chase a given quota of a product would 
be an improvement over bilateralism. 


It may be objected that the system of un- 
dertakings to purchase given quotas of cer- 
tain products would only be a prolongation 
of the system of bilateral agreements between 
importers and exporters. But this objection 
is not well-founded. On the one hand, all 
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plurilateral treaties always consist, implicitly 
or explicitly, in a series of bilateral agree- 
ments. On the other hand, the real advan- 
tage that is expected from the system of quota 
pledges is that the negotiations between im- 
porters and exporters to fix the quotas as well 
as the prices would take place simultaneously. 
This would be the constructive contribution 
the system would make to European trade 
organisation. 

Moreover, the system of quota pledges has 
also the advantage of not interfering with the 
policies of countries which are in the habit, 
for instance, of buying a given product — 
sometimes even at very high prices — on 
markets outside the integrated areas, so as to 
facilitate the sale on those markets of other 
products of theirs, or maybe to unblock cre- 
dits they hold there. It has the advantage 
of not disturbing the policies of countries 
which may be in the habit of selling — some- 
times even at lower prices — on markets 
outside the integrated area, so as to acquire 
hard currencies. The system of quotas to be 
taken on a priority basis does not interfere 
with such policies, because, when the quota 
obligation has been fulfilled, each country 
still has the possibility of importing the pro- 
duct in question from any country it may 
wish; and it is free to export the said product 
to any country outside the circle of the mem- 
ber countries. Therefore there would seem 
to be no need of establishing a real « prefe- 
rential area » protected against the rest of the 
world by customs barriers. The only need 
would be that of giving definite undertakings 
for the purchase of fixed quotas. 


11. Customs duties levied to equilibrate con- 
ditions will remain, and minimum prices 
may be fixed. 


Reference has already been made twice to 
the fact that existing protective customs du- 
ties would, as a transitory measure, continue 
to serve as a mechanism for offsetting market 
disparities between the member countries; and, 
in exceptional cases, the importing country 
might even fix a minimum price below which 
the product under consideration could never 
be introduced on to the home market. 
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The use of the minimum price however 
would have to be made very cautiously, as 
otherwise, instead of reducing protectionism, 
one might be introducing it in even more 
rigid forms. 

It is difficult to conceive of a minimum 
price fixed unilaterally by the importer. Even 
when fixed on the basis of a formula agreed 
on in advance, the minimum price cannot but 
take into account the interests of the mar- 
ginal producer, thus running counter to the 
purposes which the organisation of agricul- 
tural markets has in view. It will aim at 
securing a very high level. It will not allow 
an exporter to enquire into the real cost of 
marginal productions. 

But, apart from these drawbacks, the mi- 
nimum price fixed unilaterally by the im- 
porter, does not afford adequate assurance 
either to the exporter, or to the importing 
country itself. It does not afford assurance 
to the exporting country, because the importer 
may always discriminate, to the injury of the 
member countries, when he fixes the mini- 
mum price at a level higher than the price 
that can be met with on the markets of the 
member countries. By such means the im- 
porter provides himself with the justification 
for obtaining his supplies on markets outside 
the agreement, unless the « principle of prior- 
ity» comes into play. The minimum price 
does not offer a guarantee to the importing 
country, which is always subject to the risk 
that private operators may come to an agree- 
ment with the exporter, who has at his dis- 
posal a large supply of the product and is 
inclined to sell it at a low price. The oper- 
ators can import at real prices inferior to the 
minimum, sell on the home market at those 
lower prices and, in spite of the minimum 
price, cause much trouble to the local producer. 
To avoid this, the importing market will be 
forced either to regulate the home market 
— binding it not to sell at prices lower than 
the minimum fixed for sales abroad: and this 
encourages the spread of « planning » — or to 
undertake to import certain fixed quantities, 
giving priority to purchases on the markets of 
member countries. In such cases the minimum 
price does not work alone; and the real gua- 
rantee — the real «assurance» — of the 
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importer is found in the quantity enjoying 
priority which is to be imported. 

A minimum price fixed on a mulztilateral 
basis agreed on jointly by importers and ex- 
porters of the several countries would seem 
preferable. 

But even a minimum price thus established 
would not by itself work either in favour of 
the importer or of the exporter. It would 
always have to be accompanied by priority 
imports agreed on between the countries par- 
ticipating in the agreement. Moreover there 
would always be the drawback that, even 
when the importing country enforces a single 
minimum price for a given product, the ex- 
porter would be up against as many mini- 
mum prices as there are importing countries. 


12. The possibility of importing in common. 


The member countries might also reserve 
the right to examine periodically the advisa- 
bility of uniting for the purpose of importing 
— on more favourable conditions — the pro- 
ducts they wish to purchase, either in addi- 
tion to the quota to be taken by the area as 


a whole, or because the product can be found 


in adequate quantities only on the markets 
of non-member countries. Should an agree- 
ment not be reached among all the member 
countries, there would always be the possibil- 
ity that some of them only would unite to 
import from other markets. Therefore each 
year, half year, or other period agreed on, the 
member countries might examine the possi- 
bility of purchasing in common on other 
markets given quantities of the product in 
which they are interested. 


13. Advantages of the transition system. 


In this way each country participating in 
the organisation of the European markets 
would find in it: 


(a) advantages for marketing its own 
exportable surpluses; 


(b) advantages arising from active com- 
petition between the exporting countries for 
the consumers of many of the goods im- 


ported ; 


(c) advantages in the case of imports 
from areas outside the organisation on more 
favourable conditions; 


(d) advantages, in the course of time, 
arising from a gradual revision and rationa- 
lisation of production policies, with a view 
to adjusting production to more economically 
advantageous environmental conditions, which 
would favour the improvement of consump- 
tion goods and eliminate, as has been said, 
marginal production. 


14. A Central Organ for encouraging contacts 
between the several countries and for coor- 
dinating their economic policies. 


A permanent Council of the Ministers 
of Agriculture might set up a Central Com- 
mittee of representatives of the countries par- 
ticipating in the organisation of European 
markets, with a Secretariat at the head of 
several sub-committees. This Central Com- 
mittee would discharge the functions arising 
from the selection of the aims and the use 
of the methods mentioned. 

In their main lines the functions might 
be stated as follows: 


(a) arrange meetings between countries 
importing and exporting a given product, so 
that they may come to a multilateral agree- 
ment on import quotas and prices for the 
exportable surpluses and revise quotas upwards 
from time to time; 


(b) see that the agreements entered into 
by the countries are respected; 


(c) should a country default on its enga- 
gements, propose to the financing organ to 
refuse or suspend capital for investments and 
the grant of credits to that country; 


(d) watch to see that the exports are 
made without recourse to «dumping», double 
prices, subsidies and other expedients that 
affect the equality of the starting positions, 
and address « binding » recommendations to 
countries guilty of such practices to eliminate 
them; 


(e) study any other forms of disguised 
protection introduced for considerations for- 
eign to the purpose of the organisation of 
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agricultural markets, and recommend their 
elimination within a given time limit; 

(f) on the strength of the experience 
acquired, study modifications of production 
and consumption policies and promote invest- 
ments and grants of credit, more especially 
to countries producing at high cost levels and 
where those costs could be lowered by the 
adoption of improved methods. 


15. Improvements in productive and process- 
ing activities: coordination of the various 
legislations on production, processing, trade 
and consumption. 


All member countries should undertake to 
encourage and assist by all means technolo- 
gical progress, the improvement of produc- 
tion and organisation, the equalisation as far 
as possible of the conditions under which 
production takes place. They should also pro- 
mote the coordination of their respective legis- 
lations relating to the processing of products, 
international trade, home consumption. Avail- 
ing themselves of the « transitional system », 
they should encourage the growth of trade 
on the home market and between the markets 
of the several countries and the movement of 
agricultural labour within each country and 
between the member countries. 


16. A Credit Corporation. 


The Central Committee could submit pro- 
jects, carefully drafted from the technical and 
financial points of view, to the Organisation 
for Credits and Investments calling their atten- 
tion to the advisability of making loans to 
Governments, or to undertakings enjoying 
government guarantees. Such loans should 
be made: (a) to spread improved methods 
of production in countries where costs are 
highest; (b) to allow of land transformation 
works to assure the better use of the factors 
of production, more especially of the labour 
forces available in the area covered by the 
agreement; (c) to promote production and 
consumption policies more in keeping with 
the aims of the Organisation of European 
agricultural markets. 
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An initiative taken by the International 
Bank for Reconstruction and Development 


might do much to solve the problem of invest- 
ments. 


17. An organism for payments. 


As long as the inconvertibility of the va- 
rious currencies into dollars continues, along 
with the many obstacles placed in the way 
of trade, the European Payments Union, with 
adequate reserves in hard currencies and gold, 
offers the only means for assuring a regime of 
multilateral payments, which will allow trade 
between the organised markets to be carried 
on and intensified without suffering inter- 
ruptions. 

Even if the conditions needed for the con- 
vertibility of certain currencies into dollars 
should be secured, there would still be Euro- 
pean currencies that could not become con- 
vertible for a length of time. They can be 
readily interexchangeable, through an orga- 
nisation such as that of the EPU, but not 
yet convertible into dollars. An organ for 
assuring regional payments will therefore be 
needed in addition to the World Organ whose 
duty it would be to assure the maintenance 
of dollar convertibility for some European 
currencies. 

Two kinds of reserves ate needed for this 
purpose. Those required for keeping on foot 
the machinery such as the EPU, for effecting 
multilateral payments, that assure the con- 
tinuity and development of trade between 
countries with currencies the purchasing power 
of which has not yet been stabilised and which 
are therefore still not convertible into dollars, 
but for which ready transferability is desired; 
and those needed for providing stabilization 
credits, which would allow currencies, that 
have a fairly stable purchasing power, to con- 
tinue to be convertible into dolars. 

It would not seem unreasonable to believe 
that the respective size of both these reserves 
could be kept within reasonable limits. If, 
on the one hand, the member countries, while 
gradually integrating their several economies, 
could undertake to accept gradually increas- 
ing quotas of the exportable surpluses of other 
countries, we should avoid both the rush of 
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all countries to export on the markets of the 
others and the more or less drastic import cuts 
made by some countries. If, on the other 
hand, the dollar convertibility of currencies of 
stable purchasing power were limited to some 
transactions only, at least in the early stages of 
the new monetary conditions, the size of the 
global reserves could be kept within reasonable 
limits. 

This is not, however, the main point at 
issue. It is not the size of the reserves that 
causes anxiety, for it is not their size that 
can safeguard the convertibility of a soft cur- 
rency with a hard one and assure a certain 
degree of transferability as between currencies 
that are not yet convertible into dollars. 

The EPU, or some other similar organ 
will be necessary, until all the conditions 
needed for assuring the dollar convertibility 
of the currencies of all the participating coun- 
tries can be assured. And such an organ 
could easily perform the task of facilitating 
the payments called for by the growing vo- 
lume of trade. But an essential requisite for 
the maintenance or convertibility, when once 
attained, and for assuring a large degree of 
transferibility of inconvertible currencies, is 
the progressive lowering of trade barriers, and 
first of all, of the quantitative, qualitative and 
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administrative restrictions, whether direct or 
indirect, in conformity with the transitional 
mechanism above outlined, which would lead 
to the lowering of customs duties when pos- 
sible. 

The lines of action so far mentioned are 
merely indicative of a transitory system, lead- 
ing towards a wider market offered by the 
integrated economies of several countries freed 
from trade barriers. These lines of action are 
suggested by a careful study of the present 
situation. They can be added to the notions 
set forth in a previous article published in this 
Review. It would seem superfluous to go here 
into details about the implied consequences 
arising from the adoption of a system based 
on the undertaking to purchase agreed quotas, 
to grant purchase priorities, and to use, in spe- 
cific cases, the minimum price. 

The system proposed may strike the reader 
as that of the egg of Columbus. It is indeed 
simple. In practice, the organisation the several 
countries would have to set up will show if 
this study — undertaken more than two years 
ago, when the first attempts toward integration 
were made in Holland and France — be found 
of real expediency in facilitating the achieve- 
ment of an enterprise whose aims are not only 


political but highly humanitarian. 


The Dollar and Gold © 


by 


PAOLO BAFFI 


As a rule, discussions about the adequacy 
of gold reserves are related to the magnitude 
of imbalances which are apt to arise in foreign 
payments assuming currencies to be convertible 
and trade to flow unimpeded by quantitative 
restrictions. 

The domestic aspect of the problem of the 
gold reserve has lost significance through the 
suspension, by most countries, of the obligation 
for the central banks to cover m gold a certain 
fraction, variously defined, of their sight liabi- 
lities. It is also generally ignored in the case 
of the United States, where the obligation has 
remained in force. In fact the concentration 
in that country of about 23 billion (1) dollars 
of monetary gold, out of a world stock of 36 
billion, creates in other countries the impression 
that America is adequately supplied with 
gold (2); and one reads that within the coun- 
try as well there are groups who optimistically 
envisage the adoption of a gold specie standard. 

A reconsideration of this domestic American 
aspect of the gold problem, and of its relation 
to the price of gold (3), may be in order after 


(*) This article has appeared in Italian in the May-June 1953 
issue of the « Giornale degli Economisti ». In the English vers- 
ion, which is published here with the kind permission of the 

Giornale » and the Author, some minor adaptations have been 
made and the figures have been brought up to date. 

(1) The term « billion » is used in this article to mean 
1,000,000,000, Dollars are implied unless otherwise stated. 

(2) « Par pénurie d’or on entend que la quantité de ce 
métal est insuffisante pour soutenir l’organisation du crédit 
nécessaire au maintien des prix 4 un niveau uniforme pendant 
une longue période ». (Report of the Gold Delegation of the 
League of Nations, September, 1930). To the stability of prices 
it seems necessary to add a further condition, namely that such 
stability should be achieved at a satisfactory level of employ- 
ment of productive resources. 

_ &) The expression « price of gold » has been adopted in 
‘he present study in preference to « gold parity of the dollar » 
Decause it is wider in scope. Under present world economic 
conditions it is in fact most probable that any change in the 
gold parity of the dollar would be followed by a corresponding 
change in the parity of most other currencies, so as to preserve 
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several years of neglect (4). It will be carried 
out in the light of past and prospective 
developments in the United States. 


* * * 


Among the basic facts underlying what has 
recently come to be called the international 
liquidity crisis are the following: 


(a) Between 1934 and 1941 nearly three- 
quarters of the world’s gold reserves became 
concentrated in the United States (Table 1). 


(b) The dollar value of world trade has 
risen from 23.7 billion dollars in 1938 to some 
80 billion in 1951 and 1952, or in the ratio 
of 1 to 3.4, This was mainly because American 
prices rose during that period in the ratio of 
I to 2.2, while the prices of the goods which 
enter into international trade rose still more. 


Over the same period there has been a 
large relative expansion in the liquid reserves 
held by the banks, by firms and by individuals, 
especially in the form of short-term Govern- 
ment debt; reserves which can be drawn upon 
to exert demands for foreign exchange (5). 


unchanged the present rates of exchange against the dollar. 
Reference to the price of gold is intended to cover this probable 
indirect effect of a change in the gold parity of the dollar. The 
Statute of the International Monetary Fund contemplates (in 
Section 1) a uniform change in the par value of all the mem- 
bers’ The Fund may decide on such a change 
provided that it is approved by each of the members having 
10 per cent or more of the total quotas, which means by the 
United States and the United Kingdom. Such a decision by 
the Fund will not apply to the currencies of members who 
state within 72 hours that they are opposed to the change. 

(4) An analysis of the position was made, before the passing 
of the 1945 bill which reduced the reserve ratio for F. R. Banks, 
by R. I. Ropinson (Federal Reserve Bulletin, March, 1945). 

(5) As to the relations between internal liquidity and the 
need for foreign exchange reserves readers may refer in parti 
cular to the book by W.J. Busscnav, The Measure of Gold 
(Central News Agency, Ltd., South Africa, 1950), and to the 
Annual Reports of the Netherlands Bank for 1951 and 1952. 


currenc és. 
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It may be estimated that about two-thirds 
of the net influx of $ 15 billion of gold into 
the United States between 1934 and 1941 was 


as a worsening in its international debtor- 
creditor position. At the end of 1940 the total 
of foreign investments, both short and long- 


WORLD GOLD RESERVES (a) 























(billions of dollars) TABLE 1 
eaemnes i, mmmcrene. or zee SR EE Ce! Se 
Interna- } | 
Total tional | United | United Other 
(b) Institu- States | Canada | France | Kingdom Countries | 
tions 
— 7 - | —_$§y,S—§ > ———— | OO 
December 1929 . - - + + | 17.2 — 6.6 O.1 | 2.8 | 1.2 6.5 
» ee os. sae 21.1 - oe. | 0.1 5-1 2.1 7.0 
| » We sc eee Gi 26.0 - 14.6 0.2 2.8 3-5 4-9 
WON chef npn ie 31-0 (c) | — 22.7 0.2 | 2.0 0.2 5-9 
» Rc as ote @ ee — 20.1 0.4 I.1 2.0 10.2 
) a ee 34-6 1.4 | 22.9 0.3 0.5 2.0 7-5 
September 1949 . - . - . 1.5 24.7 0.5 0.5 1.4 
December 1949 . . .- . 35-4 1.5 246 0.5 0.5 1.4 9 
June MO ack ie © XM 35.8 1.6 24-3 0.5 0.5 | 2.4 6.5 
er 35-9 a | 21.9 | 0.7 0.5 | 3:5 7.6 
OE a ae 8 36.1 1.7 23-5 0.9 0.5 1.4 8 
a 36,4 2.0 22.5 0.9 | 0.6 | 1.9 | 5 


(a) 1 ounce fine = 35 dollars. (b) Excluding U.S.S.R. (c) Estimate. 


Sources: Federal Reserve Board, Banking and Monetary Statistics, 1943, and Federal Reserve Bulletin; International Monetary 
Fund, International Financial Statistics; for United Kingdom, Cmd. 8354. The reserves considered are those of banks, governments 


and exchange stabilisation funds. 


due to the net import of capital, mostly at 
short-term, while one-third arose from the net 
surplus in the current account items of the 
balance of payments (Table 2). Thus the 


TABLE 2 

FACTORS AFFECTING GOLD INFLOW 

TO THE UNITED STATES 
(billions of dollars) 

—— —  -_ _______ —___,.___________- = = — = 
6 1948 

Item | 7934 | io4q1 | 794 
. | 1940 "94" | 1947 1949 
Ck. ein, ay Kyte + 3-4 + 1.8/)+ 15.4 + 10.8 
Services ..... . | +08, +0.5/+ 29:4 2.2 
Unilateral transfers . . . | — 1.1 —1-1|— 4.6 — 10.6 
Long-term capital . . . | + 1.9 —0.6|—11-4— 3.1 
Short-term capital . . . | + 5.6 —0.4|— 0.7)+ 0,4 
Other items . . . . . | + 3.5|+0.5/+ 1.2 + 2.0 
7 2.8 1.7 


Gold inflow - Total 14.1 o. 


Sources: Banking and Monetary Statistics for the years 
1934-41, and Statistical Abstract of the United States for the 


years 1946-49. 


greater part of the influx reflected not so much 
an increase in the competitive power of the 
United States during the corresponding period 


term in the United States ($ 13.5 billion), 
exceeded by more than a billion the total of 
American investments in foreign countries 
($ 12.3 billion), 

The gold movement towards the United 
States started immediately after the dollar was 
devalued. Americans who had taken their 
short-term funds out of the United States in 
anticipation of the devaluation repatriated 
them; and European funds flowed in response 
to the incentives provided by expectation that 
the gold block currencies would be devalued, 
by the deterioration of political conditions in 
Europe, by the unfriendly policies of certain 
Governments towards private capital, and by 
the opportunities for buying back on cheap 
terms bonds which had been placed on the 
American market before 1930. 

Up to the summer of 1936 the Americad 
authorities allowed the gold inflow to product 
its full effect in creating additional reserves for 
the commercial banks. They kept their hol 
ding of Government securities steady, and 
made rediscounts progressively casier. Theil 
eligibility conditions had already been eased 
in the first years of the depression; and the 


— ~~ 
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The 


rediscount rate in New York was reduced by 
steps of ¥ per cent from 2% per cent in 


September, 1933 to I per cent in August, 1937 
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the same until the later stages of the war 
(1943), while the gold inflow continued to 
create excess reserves (Table 3). The business 


IN THE UNITED STATES 














(billions of dollars) TABLE 3 
oe Federal Reserve Banks - Principal “Assets and Liabilities ae i 
- _ oe Short-term liabili- Whole- 
F gold certi Liabilities ties to foreigners sale 
et eeaa| Soe | Ses cred y fans, Pi 
of : certifi- ae } ai in the United Index 
December as, |S cate Reserve Federal n sr P States Numbers, 
Ditties ment sesérues — poont Reserve bank reserves 1947- 
—— Boat et Total Excess Total § Official 1949=100 
(a) (a) >) © (b) (a) (a) (b) (b) ©) 
Meese te Lee: eos 1.5 0.3 2.6 6 3-3 1.8 2.4 - — 62.9 
Mi aoe ew 1.1 0.4 2.9 69.6 1.9 2-4 2.7 - 6'.9 
a a ee eo 0.6 0.6 2.9 73-3 1.7 2-4 o.1 2.3 —_ Sul 
OS a a ae a 1.1 0.8 3.0 66.5 2.6 2.1 0.1 1.3 — 47.4 
ee eee ae 0.3 1.9 3-2 62.9 2.7 2.4 0.5 0.7 — 42a 
eee 2a os Se 5 0.2 2.4 3.6 63.8 3-1 2.6 0,8 0.4 — 42.8 
1934 - 2.4 5.1 70.8 3-2 4-0 1.7 0.6 48.7 
1935 - 2.4 7-6 77-6 3-7 5-7 3.0 1.2 = §2.0 
i a a ae ee ai 2.4 8.9 80.1 4:3 6.7 2.0 1.5 = §2.5 
1937 . 2.6 g-1 79-9 4-3 6.9 1.1 1.7 _ 561 
1938 . 2.6 11.8 83.7 4-5 8.7 3-2 2.3 0.5 51. 
a ae ee es 2.5 15.2 86.7 5-0 11.5 5-0 3-2 0.8 50.1 
Ss Hae) et neg uy ea 2.2 19.8 90.8 5-9 14.0 6.6 3-9 1.4 Stel 
a a eo 2.2 20.5 90.8 8.2 12.8 34 3-7 1.3 56.8 
a a a +> 5-5 20.6 76.3 12.2 13-2 2. 4-2 2.2 64.2 
is «+ + « & * * o.I 11.2 19.8 62.6 16.9 12.7 1.0 5-4 3-3 67.0 
ee a a Se a eS 0.3 18.7 18.7 49.0 21.7 14.2 1.3 5.6 3-3 67.6 
a ere oe 0.4 23.7 17-9 41.7 24.6 16.0 1.5 6.9 4-2 68.8 
a ee a 0.3 23.8 18.4 43-5 24.9 16.5 0.9 6.0 3-0 78.7 
ee ee 0.3 21.9 21.5 48.3 24.8 17-3 1.0 4:9. 1.8 96.4 
Se ae 0.3 23.0 23-0 48.9 24.2 20.0 0.8 5-9 2.8 104.4 
a 6 0 « oe & 0.2 18.3 23.2 54-7 23-5 16.3 0.8 6.0 2.9 99.2 
ae. Ss 6 ew eS 0.1 20.3 21.5 49-4 23.6 17.4 1.0 6.9 3.4 103.1 
ete Aa? Pb ie we on 0.7 23-4 21.5 46.4 25.1 20.3 0.8 7.6 3:5 114.8 
Te ee ee eee 1.6 24.4 22.0 46.2 26.3 21.1 0.7 8.8 4-5 111.6 
e+ De 5s) «1s. 2 0.4 24-7 21.3 46.0 25-8 20.3 0.8 9.1 4.8 109.5 


Note: The symbol . .. indicates a figure 
(a) Daily December averages. (b) End of 


Sources; Banking and Monetary Statistics, 


(with similar reductions in other parts of the 
country). This easy credit policy failed to 
have much effect in counteracting the business 
recession or in discouraging Americans from 
repatriating capital in face of their desire for 
security and their distrust of foreign invest- 
ments following their experiences of transfer 
restrictions and defaults. Rediscounts at the 
Federal Reserve Banks dropped almost to nil 
in the second half of 1934, and stayed about 


less than 50 million dollars. 
month. (c) Annual averages. 


and Federal Reserve Bulletin. 


revival in 1936-37 and the expansion in the 
volume of borrowing seemed to offer the 
authorities, who were concerned for fear the 
excess reserves might eventually give rise to 
inflation, a chance to regain control of the 
market (6). The minimum reserve require- 


(6) E. A. Gotpenwetser, American Monetary Policy, 1951; 
and by the same author Instruments of Federal Reserve Policy 
in « Banking Studies », a volume published the Federal Reserve 
Board in 1941. 
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ments were raised by 50 per cent in August, 
1936. And from the end of that year the 
new gold imports were placed in an inactive 
Treasury account without issuing any gold 
certificates, so that they should not lead to 
the creation of fresh reserves for the com- 
mercial banks. In March and May of 1937 
the reserve requirements for the commercial 
banks were again twice raised, so that they 
reached the maximum levels permitted by law. 
For a few months around the middle of 1937 
this policy succeeded in bringing the excess 
reserves down below the billion mark. By the 
autumn of that year however, the continuation 
of the gold inflow, coupled with the recession 
in business, had again eased the banks’ reserve 
position, and in the spring of 1938 the Federal 
Reserve authorities gave up their attempt to 
regain contact with the market in face of the 
further slackening in economic activity. The 
minimum reserves for banks were lowered 
again and the gold sterilisation policy was aban- 
doned. In 1939 and 1940 the excess reserves 
reached levels never touched before or since. 

During the period of the heavy inflow of 
gold both production and prices showed a 
rising trend, passing through three phases: 
first a recovery from 1934 to 1937, then a 
falling off in the recession of 1938, and then 
a further recovery. The index of wholesale 
prices, on the base 1947-49=100, had stood 
at 43 in 1933, rose to 56 in 1937, dropped to 
51 in 1938, and in 1941 moved up again to 
57 (Table 3). The index of industrial output, 
on the base 1935-39=100, rose from 69 in 
1933 to 113 in 1937, fell away to 89 in 1938, 
but in 1941 was up again to 162. 

In the two phases of expansion the gold 
inflow was even more rapid than during the 
recession, That fact, coupled with the reasons 
already mentioned for the flight of capital to 
America, seems to justify the conclusion that 
even though a bolder policy of monetary 
expansion might have enabled America to use 
its productive capacity more fully and more 
continuously, it would have done little to 
arrest the gold inflow. In so far as the net 
debtor-creditor position towards foreign coun- 
tries deteriorated, it was in any case desirable 
to increase the gold stock by way of offset. 
As to that part of the gold inflow which arose 


Nazionale del 








Lavoro 


from the surplus in the balance of payments 
on current account it is worth remarking that 
the Governments which later took part in 
the war had the clear intention of using their 
gold and foreign exchange reserves to pay for 
their war preparations. This applied not only 
to Governments in Europe but also to that 
of Japan, which exported some $ 700 million 
of gold to the United States between 1937 and 
1940. The Governments in question used the 
proceeds partly for strategic stockpiling, and 
partly to push their armaments programmes at 
a pace which threw their balances of payments 
out of equilibrium. Even if a more expansive 
policy on the part of the United States had 
increased the receipts of those countries in 
dollars (and also in other currencies through 
triangular trade), that policy would have led 
not so much to a slower draining away of 
their foreign exchange reserves, as to an 
increase in the extent of their rearmament, 
making the war still fiercer. 

The effect of the United States’ entering 
the war was to reduce the commercial banks’ 
excess reserves in two ways. First, between the 
end of 1941 and the end of 1945 the United 
States lost nearly three billions of gold mainly 
to South American countries which remained 
more or less outside the conflict. At the same 
time the country’s money supply in the form 
of notes and demand deposits trebled in 
amount, and so did the volume of bank credit. 
This clearly inflationary movement was reflec- 
ted only in part in the official index of whole. 
sale prices which, owing to price controls 
between 1941 and 1945, rose by only 20 per 
cent, When, however, the controls were remo- 
ved in 1946-47 the rise became faster, and the 
total rise from 1940 to 1947 amounted to 90 
per cent. 

Owing to the increase in the note circula- 
tion and in deposits the Federal Reserve Banks’ 
gold cover for sight liabilities fell from 908 
per cent at the end of 1941 to 49.0 per cent at 
the end of 1944. This led to the cover require 
ment being lowered in June, 1945 from 4 
per cent for notes and 35 per cent for deposits 
to 25 per cent for both. At the end of 1945 
the cover dropped to 41.7 per cent. At that 
time none of the 12 Federal Reserve Banks 
had a cover ratio of less than 34 per cent, 80 
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that all had a certain margin as compared 
with the new legal minimum of 25 per cent. 
The reserve position of the commercial banks 
was also fairly easy, although this was due to 
the large cuts which were made in 1942 in 
the minimum requirements for the two central 
reserve cities New York and Chicago. Without 
those cuts the deposits outstanding at member 
banks of the Federal Reserve System in the 
New York and Chicago districts in December, 
1945 would have required total reserves of 
$ 6.4 billion, which was about $ 1.4 billion 
more than the reserves they actually had. For 
the first time since the 1930-31 crisis the 
minimum reserve requirement almost took 
effect as a factor limiting the volume of credit. 
It did not actually do so because the require- 
ments were reduced. 

This reduction may at first sight appear 
unimportant when it is recalled that between 
the end of 1941 and the end of 1945 the 
Federal Reserve Banks increased their holdings 
of Government securities from 2.2 to 23.7 
billion dollars. If the note circulation and the 
gold reserves had remained at their end of 
1941 levels, this growth in the investments of 
the Federal Reserve Banks would have caused 
an equivalent growth in the commercial banks’ 
deposits at those Banks and therefore in their 
reserves. In fact however between the end of 
1941 and the end of 1945 the note circulation 
of the Federal Reserve Banks rose by 16.4 
billion (from 8.2 to 24.6 billion); and the 
System’s gold holdings fell by 2.6 billion (from 
20.5 to 17.9 billion) (Table 3). These two 
movements absorbed 19.0 billion of Central 
Bank credit out of the 21.5 billion created 
through the System’s buying of Government 
securities. The residue of 2.5 billion which 
went to expand the commercial banks’ reserves 
is of an order of magnitude not very different 
from that of the saving of reserves (1.4 billion) 
due to the reduction in reserve requirements 
in the New York and Chicago districts, 

From the end of 1945 until sterling was 
devalued in 1949 gold again flowed to the 
United States; and the effect was to raise the 
American gold stock from its post-war mini- 
mum of $ 20.0 billion in November, 1945 to 
a peak of $ 24.7 billion in September, 1949. 
It also raised the gold cover of the Federal 
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Reserve Banks’ sight liabilities from 41.7 per 
cent at the end of 1945 to 56.3 per cent in 
September, 1949. 

No similar movement took place in the 
excess reserves of the commercial banks, which 
were kept at the modest level of between 700 
million and a billion dollars. The method was 
to use a part of the budget surpluses during 
the period to reduce the Federal Reserve Banks’ 
holdings of Government securities. These rea- 
ched a post-war low of 17.4 billion in Sep- 
tember, 1949, thus being reduced by 6.3 billion 
from the end-of-1945 level. Their movement 
was only in small part offset by the drop 
of 1.3 billion in the note circulation, which 
fell during the period from 24.6 to 23.3 billion. 
The policy of mild deflation was never pushed 
to the point of making credit tight; on the 
other hand it failed to prevent the emergence 
of the recession of 1949. In August of that 
year the monetary authorities reduced the com- 
mercial banks’ minimum reserve requirements 
with a view to reflation. Their action, however, 
followed the beginning of the decline in pro- 
ductive activity which dated from December, 
1948, with a considerable delay. Moreover, it 
was reflected not so much in a growth in credit 
granted to producers as in increased buying by 
the commercial banks of Government securities, 
which enabled the Federal Reserve Banks to 
bring down their own holdings of these more 
rapidly. Thus the amount of Government secu- 
rities held by the commercial banks and savings 
banks, which had already risen from 74.1 
billion in December, 1948 to 76.1 billion in 
July, 1949, touched 78.3 billion in August of 
that year and 79.5 billion in January, 1950. 
On the other hand the volume of lending by 
those institutions to the country’s economy 
remained throughout the year between 48 and 
49 billion. 

The inflow of gold was especially large 
in 1946 and 1947 between the end of Lend- 
Lease and the start of the Marshall Plan, In 
those two years the United States granted about 
$ 7 billion of Government loans comprising 
the British loan, loans of the Export-Import 
Bank and others, plus some $ 5 billion of 
assistance under the heads of UNRRA, civilian 
supplies and Lend-Lease residues. 
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The aid given under these heads covered 
two thirds of the surplus in the balance of pay- 
ments on current account. This surplus remai- 
ned during the two years at the very high 
level of about $ 9 billion per annum which 
it had reached in the last two years of the war. 

The United States in 1946-47 were going 
through a phase of open inflation; the price 
index rose by 50 per cent between the end of 
1945 and the end of 1947. The Federal Reserve 
Banks partly neutralised the expansive effect 
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left behind by the war as well as on budget 
deficits, Cheap’ money policies, the bad har- 
vests of both 1946 and 1947, and the coal 
crisis in the winter of 1946-47, all helped to 
swell the excess demand. Latin America was 
using the gold and foreign exchange balances 
accumulated during the war to pay for deferred 
imports, Argentina alone sending nearly $ goo 
million of gold to the United States in the two 
years. The other principal sources of the gold 
inflow to the United States were Canada, the 


TABLE 4 


PRICES, GOLD AND DOLLAR RESERVES IN SELECTED COUNTRIES 














Wholesale price indices 
(1937 = 100) 





Net gold export 
to United States 


Gold and dollar reserves (millions of dollars) 





Gold Dollars (4) 
Countries oe te 
Décember (millions of dollars) 
one as yun —| 1945 | 1947 1949 = 1945-1947 | 1949 
1945 1947 1949 , 1946-47) 1948-49 
United States . 124 189 175 |-3,586(3)|-1,703 (3)! 20,083 | 22,868 | 24,563 
United Kingdom 156 187 222 407 1,181 1,996 2,020 1,350 708 326 574 
Canada . 123 170 185 649 3 361 294 496 = 11,522 410 869 
South Africa . 157 175 194 350 694 914 762 128 
France 527 1,368 2,242 265 16 1,090 548 523 310 168 172 
Holland 200 258 283 131 17 270 231 195 282 143 170 
Sweden . 167 180 192 318 3 482 105 70 210 59 go 
Belgium 333 (2) 374 365 237 29 716 597 698 185 125 120 
Switzerland 193 209 192  — 20(3)) — 46(3), 1,342 1,356 1,504 304 440 577 
Continental Europe - 
Total . 5048 3,444 3,758 | 1,875 = 1,650 | 1,940 
Argentina 134 (1) 179(1) 267 (1)) 801 64 1,197 322 216 


(1) Cost of living. (2) December, 1946. (3) Imports. (4) Including private holdings. 


Sources: United Nations, Statistical Year-Book and International Monetary Fund, International Financial Statistics. 


of the addition of 2.6 billion to their gold 
holdings by parting with $ 1.8 billion of 
Government securities, and thereby brought 
the commercial banks’ excess reserves down 
to just below a billion dollars. The rise in 
prices was however caused by an increase in 
the velocity of circulation of the means of 
payment rather than by an increase in their 
amount. 

The continuance of so large a surplus on the 
U.S. balance of payments in spite of internal 
inflation becomes intelligible if one considers 
the position of the rest of the world. In Europe 
reconstruction needs, in both the Government 
and the private sectors of the economy, also led 
to inflation, based on use of the liquid balances 





United Kingdom and countries on the conti- 
nent of Europe. In all these countries the 
inflationary pressure was only partly reflected 
in price movements (Table 4) because quanti- 
tative controls on consumption and investment 
were maintained, as well as Government sub 
sidies and other price controls. The countries 
where a condition of repressed inflation existed 
can be distinguished from those where the 
movement of prices and of the money supply 
was freer (such as the United States, Belgium 
and Switzerland) by the fact that the rise in 
their prices continued during 1948 and 1949. 

In these last two years the forces of inflation 
became weaker on the continent of Europe; 
a fact which, together with Marshall Aid, 
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caused them to stop losing gold. The further 
flow of gold to the United States was then fed 
partly from the British stock, and partly by 
South African gold taken both from reserves 
and from current production. 

Among the factors causing this loss of 
gold by the sterling area were the effect of 
the anticipation of the devaluation of sterling 
(which was compensated by the opposite move- 
ment after sterling had in fact been devalued), 
and the American recession of 1949 which 
caused imports into the United States to decline 
in that year to $ 9.7 billion after having reached 
$ 10.4 billion in 1948. 

The work of the bodies administering 
Marshall Aid as from the spring of 1948 was 
governed from the outset by directives laying 
down that the aid must be used to expand 
capital investment rather than to reconstitute 
foreign exchange reserves. 

In actual fact during 1948 and 1949 Euro- 
pean continental countries increased their dollar 
holdings by about $300 million, and their 
gold holdings by an equal amount (Table 4). 
Even the United Kingdom, while it lost gold, 
substantially added to its dollar reserves. Thus 
its official gold and dollar holdings which had 
stood at $ 2.1 billion at the end of 1947, and 
fell to $ 1.4 billion in September, 1949, rose 
again to $ 1.7 billion in December of that 
year and to $ 2.4 billion in June, 1950 (7). 

In fact during the 1949 recession, just as 
during that of 1938, the course of economic 
events within the United States appears to 
have mainly affected the foreign exchange 
position of the sterling area. In continental 
European countries on the other hand the 
internal inflationary pressure was corrected, 
and the favourable effect of this outweighed 
the adverse influence of the American recession. 


(7) The official reserves of gold and dollars managed from 
London moved as follows: 


Millions of $ 
Dec. a: «oom = inl Se 
Dec. mre « oe Us ee ae 
Sept. Maia =. + Cee 
Dec. ee 
March 1950 . ; , d ‘ - 1,984 
June aan eee 
June Meee 3 "22 3 2a 
PE a tle. oe Bae 
June a eee 
June OTs. aii «a 2? - Sa 
Sept. ss we ae’ ee 


With the devaluation of sterling, the reco- 
very of production in the United States, and 
the continuation of monetary stability, the 
continent of Europe made gradual but con- 
tinuous progress between the autumn of 1949 
and that of 1950 towards equilibrium in the 
balance of payments. Changes in American 
demand again affected the foreign exchange 
position of the sterling area after June, 1950. 
In the second half of that year and the first 
half of 1951 the renewal of inflationary pressure 
was accompanied in the United States and in 
some large European countries, such as Ger- 
many and Italy, by a considerable deterioration 
in their foreign exchange position to the benefit 
of the sterling area. Within that area the 
benefit went particularly to the oversea coun- 
tries producing raw materials, so that the 
growth in the dollar pool managed by London 
was accompanied by a rise in the sterling 
balances of those countries. The one and a 
half billion added to the British gold and 
dollar reserves between June, 1950 and June, 
1951 -(when the official holdings rose from 
$ 2.4 billion to $ 3.9 billion) were in part 
returned to the United States, and in part 
redistributed to the continent of Europe through 
the large purchases made by the oversea coun- 
tries of the sterling area, in the second half of 
1951 and the early months of 1952. Thus by 
March, 1952 the British reserves were back at 
the end-of-1949 level of $ 1.7 billion. This 
position was subsequently corrected by the se- 
vere import restrictions imposed by Common- 
wealth countries, so that by September, 1953 the 
reserves had returned to $ 2.5 billion. Mean- 
while the United States, after having between 
June, 1950 and June, 1951 lost $ 2% billion of 
gold and increased their foreign indebtedness 
by about half a billion, in the next twelve 
months regained $ 1.5 billion. This gain ho- 
wever was largely fictitious, because at the same 
time their short-term indebtedness to foreign 
countries rose by $ 1.3 billion. By the middle 
of 1952 indeed the United States’ total short- 
term indebtedness to foreign countries stood at 
over $ 8 billion (of which $ 4 billion were 
official balances) against barely one billion of 
American short-term claims on foreign coun- 
tries. Towards the end of 1952 certain foreign 
Central Banks, in particular those of Great 
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Britain and the Netherlands, began to convert 
a part of their dollar balances into gold. The 
reduction in official dollar holdings of foreign 
countries continued during January and Fe- 
bruary 1953, accounting for roughly one half 
of the total gold outflow from the United 
States of nearly 700 million dollars which 
took place between the end of November, 1952, 
and the end of February, 1953. In the spring 
and summer months the dollar holdings of 
foreign countries, both official and private, 
were considerably increased; the gold outflow 
from the United States continued, however, 
and over the whole of the period between its 
start in December, 1952 and the end of Sep- 
tember, 1953 it exceeded 1.2 billion dollars. 

Through these movements the United States 
gold stock had fallen, by the end of the third 
quarter of 1953, to a level of 22.3 billion 
dollars, i.e. somewhat below the end-of-1947 
level (22.9 billion). Over the same _ period, 
foreign dollar holdings increased from 4.9 to 
g.2 billion; the increase was mainly for the 
account of the continental EPU countries, 
which moreover increased their gold reserves 
from 3.5 to 4.7 billion. Within the sterling 
area, an increase from 2.1 to 2.5 billion in the 
United Kingdom’s gold and dollar holdings 
was roughly offset by a decrease from 0.7 to 
0.2 billion in the gold reserves of the Union 
of South Africa. 

By deducting from the gross figure for 
the United States gold stock the amount which 
is virtually at the disposal of foreign countries 
(calculated as the excess of the United States 
short-term dollar liabilities over their short- 
term dollar claims), it appears that roughly 
speaking the gold reserve at the disposal of 
the United States has been reduced from 19 
billion dollars at the end of 1947 to 14 billion 
in the summer of 1953. Under the law, the 
gold reserve has to cover Federal Reserve Bank 
liabilities which increased from 44.5 billion 
at the end of 1947 to 46.1 billion at the end 
of June 1953. These sight liabilities include 
the reserves which have to be kept by the 
member banks of the system; and these have 
to cover deposits which rose between the two 
dates from about 109 billion to around 130 


billion. 


The state of affairs now is very different 
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from that at say the end of 1940, when the 
gold reserve covered g1 per cent of the Federal 
Reserve Banks’ sight liabilities, and the com- 
mercial banks held reserves of 14.0 billion as 
against only 7.4 billion required. One must 
further remember that the national income in 
the United States grows fast, and that prices 
too have risen substantially during this century 
in the United States no less than in other 
countries. In the light of these facts one may 
well wonder whether the American gold re- 
serves will much longer suffice to meet the 
legal requirement of 25 per cent cover for the 
sight liabilities of the Federal Reserve Banks. 
The problem is clearly of current interest, if 
only because it obviously bears on that of 


the price of gold. 


* * * 


According to estimates made by the Depart- 
ment of Commerce the gross national product 
of the United States rose between 1929 and 1952 
at a rate of 5.4 per cent per annum at current 
prices and 3.1 per cent in real terms. The de- 
pression of the thirties is reflected in this latter 
rate of real increment, which is somewhat 
below that calculated by Kuznets for the period 
running from the decade 1869-78 to the decade 
1919-28, when the nominal yearly increment 
was 5.1 per cent and the real increment 4.2 
per cent. Over that period the gross national 
product in terms of current prices rose from 
an average of $ 7.0 billion per annum in 
1869-78 to $ 81.2 billion in 1919-28. The rise 
in terms of dollars of 1929 purchasing power 
was from 10.3 to 77.8 billion (8). 

If one postulates, for the next 20 years, two 
alternative nominal rates of yearly increment 
of 4 per cent and 5 per cent respectively, one 
arrives at the figures for the American gross 
national product which are shown in Table 6. 

From the beginning of the 19th century 
to the years of the great depression the ratio 
between total means of payment, or money 
supply, and national income in the United 
States followed a clear upward course, rising 
from 0.05 in 1800 to 0.19 in 1870, 0.72 in 1930 
and 0.86 in 1935. In 1947 it was about 0.80, 


(8) S. Kuzners, National Product Since 1869, National Bu- 
reau of Economic Research, 1946. 
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and since then has fallen (9). This can be 
seen from Table 5, which however relates only 
to means of payment subject to the reserve 
requirements, or that is to about three-quarters 
of the total, and to the gross national product 
rather than to the national income proper. 

If we assume the rising secular trend to 
have ceased, we may put the ratio for the 
next 10 to 20 years near to the most recent 
levels (i.e. at aboud 45 per cent), or we may 
put it higher (at 55 per cent) if we assign some 
weight to the experiences of the years imme- 
diately preceding the Korean War. 

If we combine these coefficients of 0.45 
and 0.55 with the two assumptions made about 
the growth in the national income, we arrive 
at forecasts of the movements in the volume 
of means of payment as shown in Table 6. 

The amount of the gold reserves needed 
for internal cover purposes depends not only 
on the total money supply, but also on the 
relative importance of the two elements in the 
Federal Reserve Banks’ sight liabilities: that 
is to say, the notes in circulation and the 
deposits, these last mainly consisting of depo- 
sits of the member banks. The average Federal 
Reserve note circulation during 1952 and the 
first half of 1953 was about 25 billion, and the 
deposits at member banks five times as great 
(125 billion). As will be seen from comparison 
of the first three columns in Table 5, the ratio 
of notes to deposits is a good deal higher than 
just before the war, but is no longer rising as 
it did in the war years. For purposes of our 
forecast, we assume that it remains constant 
at the present level of 1:5. 

During the same 18 months period, the 
member banks maintained, against their depo- 
sits, reserves of about 20.4 billion. Throughout 
the whole period these reserves exceeded the 
required minimum by between 600 and goo 
million dollars. The excess reserves can hardly 
be reduced any lower in a system comprising 
about 7,000 banks, among which some will 
have an easy position at the same time as 
others have a tight one (so that there is a 
market between the banks for loans of excess 
reserve funds). A few facts indicate that during 
the above mentioned period the reserve posi- 


(9) A. H. Hansen, Monetary Theory and Fiscal Policy, 1949. 
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tion was tight. (a) About May-June, 1951, 
when the tightness in credit was at its height, 
the excess reserves were also about $ 600 to 
800 million. (b) From July 1952 to May 1953, 
the member banks rediscounted to an unusual 
extent at the Federal Reserve Banks in order 
to meet their reserve requirements. (c) At no 
time during the period did the banks in the 
two central reserve cities possess substantial 
excess reserves. We may thus assume that, if 
the commercial banks were to maintain the 
reserve percentages which prevailed during 
1952 and the first half of 1953, they would 
have to keep reserves representing a ratio to 
deposits of at least 1/6 (20.4:125). We say 
at least because the rate of growth in demand 
deposits, which carry a higher reserve require- 
ment, is faster than that in time deposits 
(Table 5). Following the reduction in member 
bank reserve requirements which took effect 
in July, 1953 the average ratio may be establi- 
shed at 15 per cent. 

TABLE 5 

MONEY SUPPLY SUBJECT TO RESERVE AND ITS 
RELATIONSHIP TO GROSS NATIONAL PRODUCT 
(billions of dollars) 


Nenber bank 


Money 
; : Rutio 
Federal! deposits = supply) 
— - subject G. N. (4) (5) 
i Reserve . 
Years (a) I to P. (Per 
Notes re | Time | reserve 
mand — ’ cent) 
Total 
I 2 3 4 5 6 
1937 4-2 24-4 11.3 39-9 90.2 44.2 
1938 4-2 24.7. 11.5 40.4 | 84.7 | 47.6 
1939 4-6 28.4 11.7 44-7 | 91.3 8.9 
1947 24-5 77.2 28.0 129.8 | 233.3 55-6 
1948 23-9 78.5 28.7 131.1 | 259.0 50.6 
1949 23.4 78.6 29-2 131.2 | 258.2, 50.8 
1950 23-1 83.0 29.5 135-6 | 284.2) 47.7 
1951 24.0 89.3 30.2 | 143.5 | 329-2 | 43.6 
1952 25.2 92.7 32-3 | 150.2 | 246.3 | 43.4 


(a) The figures for the money supply are averages of end 
of quarter data. 
Source: Federal Reserve Bulletin. 


It is common knowledge that the 25 per 
cent reserve which the Federal Reserve Banks 
have to maintain does not consist directly of 
metallic gold, which since January, 1934 is 
all in the possession of the Treasury, but of 
gold certificates which the Treasury hands to 
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the Federal Reserve Banks in exchange for 
gold (10). 

The reserve liability applies separately to 
each of the twelve Federal Reserve Banks, some 
of which (Boston, St. Louis and Minneapolis) 
had until recently a gold cover which was well 
below the average. In June, 1951, at the end of 
the rapid credit expansion which took place 
in the United States just as in certain European 
countries following the outbreak of war in 
Korea, and which, together with the large 
gold losses, brought the average gold cover 
for the twelve banks down from 56 to 46 per 
cent, the three banks named came dangerously 
near 25 per cent minimum. The figures reach- 
ed were 29.2 per cent at Boston, 28.5 per cent 
at St. Louis and 29.6 per cent at Minneapolis, 
and it was found necessary for the System to 
even out the position through its open market 
operations (11). Intervention of a similar na- 
ture had occurred in 1944 and 1945 before 
the cut in the cover requirements. The latest 
set of averaging transactions within the System 
appears to have been effected, on a wide base, 
during September 1953 through the transfer 
of Government securities, its aim being appa- 
rently to raise the reserve ratio of each Federal 
Reserve Bank above 40 per cent. Just before 
this took place, six out of the twelve banks 


(10) Federal Reserve Act, Sec. 16: « Every Federal Reserve 
Bank shall maintain reserves in gold certificates of not less than 
25 per centum against its deposits, and reserves in gold certi- 
ficates of not less than 25 per centum against its Federal Reserve 
notes in actual circulation » 

(11) The Monthly Review of the Federal Reserve Bank of 
Boston for October, 1951 refers to such operations in the follow- 
ing terms: 

« During 1951, the Boston bank's ratio has been approach- 
ing the legal minimum. Alterations in the Boston bank’s parti- 
cipation in the System’s Open Market Account have enabled it 
to maintain a working reserve ratio of approximately 30 per 
cent in this period. Maintenance of the reserve ratio by this 
means, however, does net alter the possibility that the tendency 
to lose gold is symptomatic of underlying difficulties deserving 
careful study ». 

Net debtor or creditor balances arising on inter-district 
cheque clearings are settled through the Inter-district Settlement 
Fund, formerly called the Gold Settlement Fund. The method 
is to transfer gold certificates on deposit with the Fund from 
one bank to another. The Federal Reserve System can correct 
the debtor (or creditor) position of any Federal Reserve Bank by 
buying (or selling) Government seourities in that bank's district. 

One probable reason why Boston lost gold was that the 
Treasury’s receipts exceeded its payments in New England. 
\nother was that capital was flowing out to more recently 
developed industrial areas. 
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presented ratios ranging from 29.1 to 31.1 per 
cent. 

This disparity between the positions of 
individual banks, and the fact that so far the 
gold reserve has never gone much below 40 
per cent indicate that one should take ratios 
somewhat above the legal minimum when 
estimating the lowest level to which the System 
could allow the cover to fall if the present 
laws remain in force. It should be observed 
that, if the cover came down too near the 
legal minimum, the System might have diffi- 
culty in carrying out some of its other duties, 
such for instance as the obligation assumed, 
under the agreement of March, 1951 with the 
Treasury of ensuring « orderly conditions » in 
the market for Government securities. This 
means that it must when necessary buy such 
securities in order to prevent a « disorderly » 
fall in their price; and this entails adding to 
its own sight liabilities. 

Table 6 assumes two cover ratios, namely 
4o and 33.3 per cent, or 2/5 and 1/3. These 
ratios are applied direct to the notes, while in 
the case of bank deposits they are applied to 
the member banks’ reserves, which we have 
taken as being equal to 15 per cent of bank 
deposits. Hence the gold cover of the deposits 
is 6 per cent according to the first hypothesis, 
and 5 per cent according to the second. Since, 
however, as was pointed out, the relative 
weight of notes and deposits respectively in 
the total money supply is as 1 to 5, the weigh- 
ted ratio of gold reserves to the money supply 
is 7/60 according to the first hypothesis, and 
7/72 according to the second. 

If we round off these ratios to 1/8 and 
1/10, and then apply them to the results of 
the four different hypotheses concerning the 
growth in the money supply, we obtain eight 
hypotheses concerning the additional gold re- 
serves required. These are shown in Columns 
(a) to (A) of Table 6. 

The eight hypotheses are not all equally 
valid, because some of the sets of assumptions 
from which they result are more probable than 
others. In particular it is unlikely that if the 
national product grows at the rapid rate of 5 
per cent per annum the ratio of the money 
supply to the national product will be as 
high as 55 per cent; for th’s ratio in fact 








The 


tends to be high only when the national 
income is growing slowly. The most probable 
hypotheses are those in the centre columns 


(c) to (f). 


(billions 


Supposed rate of growth 
of G.N.P. 4 


Ratio between « money supply ; 
subject to reserve » and G.N.P. 45 f 


Gold cover 


(a) (b) 

1952 
G.N.P. 
Money supply 
Gold cover (end of year) 

1962 
an, Oe ke a Te » at 
Money supply . . - 2 2 2 230 
Se ce he OS 23.1 28.8 


1972 

a. «5 6 8 ew © #8 « 75 
Money supply . . . . «. . 34! | 
Pe ae ee 34-1 42.6 | 


(1) 22.3 at end of August, 1953. 


On the basis of the gold stock of $ 23.3 
billion existing at the end of 1952, the annual 
increment which will be needed under these 
hypotheses is as follows: 








10 per cent 12.5 per cent 
, cover cover 
Annual increment . 
Col. ¢ Col. e Col. d Col. f 


(millions of dollars) 
First 10 years (1953 to 


ee Ss ck a ee 490 210 1,190 840 
Second 10 years (1963 to 

1972) . ; 1,350 1,590 1,690 | 1,990 
For 20 years (1953 to 

1972) . ‘ 920 goo | 1,440) 1,415 


The only combination of hypotheses pro- 
ducing an annual increment which could be 
achieved without difficulty during the first ten 
years is that in Column (e): that is to say, a 
gross national product growing at 5 per cent 
per annum, a 45 per cent ratio between the 
money supply and the gross national product, 


Dollar 


of dollars) 


10% | 12.5 % 10 


and Gold 1g] 


and a 10 per cent gold cover against the money 
supply. Of the three remaining combinations 
of hypotheses only that represented by column 
(c) indicates an annual increment during the 











TABLE 6 
——— ae = — = = ———_ = 
5 % 
| 
‘in ™ - 
2? /o 42> /oe 55 
| 
4 12.5 % 10 % | 12.55 % 10 | 12.5 % 
(@) ©) | © | @® | @ 
346 
150 
23-3 (1) 
| 564 
282 254 310 
28.2 35-2 25-4 31-7 31.0 38.8 
918 
417 413 595 
7 52.1 41.3 51.6 50.5 63.1 


first ten years which is compatible with the 
present output of gold, but it would mean that 
the addition to the gold reserves of the rest 
of the world would have to be small and that 
the proportion of the gold output used for 
monetary purposes would have to be greater 
than it has been during recent years. If the 
yearly increments are referred to the latest 
available figure for the gold stock (22.3 billion), 
somewhat higher figures obviously result for 
the first decade. 

The validity of these conclusions can be 
judged from the figures in Table 7 (12). 

The remedies which may be foreseen as 
most likely to be adopted are, first, a further 
lowering of the commercial banks’ reserve 
requirements; secondly, a reduction in the gold 


(12) The figures for production and the figure for the 
growth in gold reserves in 1938 are taken from the Statistical 
Bulletin of the International Monetary Fund. The remaining 
figures for the growth in gold reserves are taken from the 
Federal Reserve Bulletin. They cover the reserves of Central 
Banks, of Governments, of stabilisation funds and of interna- 
tional institutions. All the figure exclude the U.S.S.R, 
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cover requirement; and, finally, an increase in 


the price of gold. 


(Millions of dollars) TABLE 7 
Gold Ad lition to 
Year - Official Go'd 
Production ne 
Reserves 
1937 ° ° ° e ° 1,034 
g8.-. . : : ; 1,117 570 
1939 . : y : ‘ 1,189 
1946. ; ; ° ‘ 752 350 
1947 ‘ . ‘ ° . 767 430 
co a ‘ , 785 380 
1949. ‘ . , 817 480 
1950. . : , : 845 410 
19g5r . yo 4 . ° 827 140 
1952. . 7 ; . 855 310 
1953 (Jan. — June) . , AL 120 


The discussions about the price of gold 
which have been going on for some time now 
have mostly dealt with aspects of the problem 
which are external to the American economy. 
One such aspect is the contribution which the 
raising of the price would make towards sol- 
ving the problem of international liquidity: 
that is to say, the problem of equating the 
volume of generally acceptable means of settle- 
ment to the size of temporary disequilibria in 
balances of payments. Another is the effect 
which would be produced on the earnings of 
the mines, and thus (through the combined 
effect of the higher gold price and the greater 
quantity of gold mined), on the balances of 
payments of gold producing countries, which 
would like to see the relationship between the 
prices of gold and of goods brought back closer 
to what it was in 1934. Still another aspect 
discussed are the more general effects which 
improving the sterling area’s balance of pay- 
ments would have on the whole structure of 
international payments, And, finally, attention 
has been drawn to the limitations which attach 
to raising the price of gold, as a means of 
economic aid, by comparison with other more 
selective means. 

Less attention has been paid to those 
aspects of the question which are internal to 
the American economy. One cannot wonder 
that in the country which is most amply 
provided with gold reserves less thought has 
been given to the possible long-term deflatio- 


nary effects of the present setup, than to the 
impulse which an upward revaluation of those 
reserves, and a rise in the output of gold, 
would give to inflationary forces. In a recent 
paper, Miroslav A. Kriz (13) sums up as 
follows the case for maintaining the present 
price of gold: 

«To argue that a rise in the commodity 
price level should be followed by an increase 
in the price of gold is a version of the econo- 
mics of perpetual inflation. In the first place, 
the increase in the value of gold output, and 
gradually also in its volume, that would 
follow a gold price rise would increase the 
incomes in gold producing countries, while 
there would be no parallel increase in the 
volume of consumer and investment goods; 
part of this added purchasing power would 
tend to spread itself into foreign countries 
through foreign trade and thereby increase 
the competition for goods. Secondly, increased 
sales of gold to monetary authorities by the 
producers would tend to expand the com- 
mercial banks’ reserves and thus (unless offset, 
perhaps with some difficulty) increase their 
lending power. Thirdly, in the gold impor- 
ting countries the reserve base of the banking 
system would also be enlarged. Finally, the 
psychological effect of a gold price rise would 
be decidedly inflationary ». 

The first and fourth of these points both 
relate to considerations somewhat remote from 
those of monetary mechanics with which the 
present article seeks to deal. We will take up 
the two intermediate ones. 

At the outset the increase in the value of 
the newly produced gold flowing into mone- 
tary reserves in the United States and other 
countries would be mainly the reflection of 
the change in the price per ounce, Not until 
later would the growth in the quantity produ- 
ced also affect the stream. Mr. Kriz calculates 
that, if the price were raised to $ 44 per ounce, 
this might at the most cause production to rise 
from its 1951 level of 22 million ounces to the 
peak level of 32 million ounces which it 
reached in 1940. The value of that production 
would thus increase from about $ 770 million 
to about $ 1.400 million. 


(13) Mirostav A. Kriz, The Price of Gold. Princeton Uni- 


versity, Essays in International Finance, No. 15, 1952. 


—————— 





The Dol! 
In the United Kingdom the Bank of En- 
gland could easily neutralise the expansive 
effect of the gold inflow on liquidity and 
lending power by selling Treasury Bills to 
the other banks. On the continent of Europe, 
the Central Banks are generally in a position 
to absorb excess liquidity through open market 
operations, changes in reserve requirements 
for the commercial banks or changes in redi- 
scount policies. Where inflationary pressures 
persist, they may be attribued to causes other 
than the condition of the balance of payments : 
for instance to disorder in the public finances, 
or to ambitious capital investment programmes. 
The condition of the balance of payments 
should indeed be ranked among the effects 
rather than the causes of internal inflation. 

In the United States, as elsewhere, the 
Central Banks can mop up any surplus liqui- 
dity by selling Government securities and by 
cutting down rediscounts. The figure of $ 1,600 
million which rediscounts at the Federal Re- 
serve Banks reached at the end of 1952 is 
without precedent, and it means the abandon- 
ment, presumably only temporary, of the tra- 
ditional principle that the Federal Reserve 
System should not permanently supply any 
bank with the resources needed for covering 
the minimum reserve requirements (14). If 
the credit thus extended were called in, the 
effect would be enough to neutralise the expan- 
sion produced by an inflow of about half a 
billion dollars of gold each year for three years. 

The possible inflow of gold would become 
greater after the first few years, as output rose 
under the incentive of the higher price. At 
the same time the amount of the additional 
reserves required for covering the Federal Re- 
serve Banks’ sight liabilities, under all the 
hypotheses made in this article, would ap- 
proach levels near to or above that of the 
probable amount of gold coming in. 


(14) See in this connection the memorandum presented by 
the Federal Reserve Board to the Patman Committee (published 
in Monetary Policy and the Management of the Public Debt, 
Part 1, p. 207, U.S. Government Printing Office, 1952). This 
principle has also been applied in Italy since the introduction 
of minimum reserve requirements. It is interesting to observe 
that, in so far as the expansion in the means of payment has 
no counterpart in the accumulation of gold or foreign exchange, 
the principle leads to expansion of Central Bank investments in 
Government securities. This causes Hansen to say (op. cit.) 
that the public debt is bound to expand continuously. 
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It remains to consider what effects in the 
direction of inflation might be produced within 
the American economy by the initial upward 
valuation of the gold stock. 

If the price of gold were raised from 35 
to p dollars per ounce, then the quantity of 
gold backing the gold certificates issued to 
the Federal Reserve Banks would be reduced 
to 35/p of the present quantity. The remainder 
equal to (~-35) /p would be released in favour 
of the Treasury (15); and the latter could then 
issue and hand to the Federal Reserve Banks 
an equivalent additional amount of gold 
certificates which would be credited to the 
Treasury’s accounts with those Banks. 

Under the assumption made above that the 
price rises to $ 44 per ounce, the revaluation 
profit on the present reserves of some 22 
billion would be about $ 5.7 billion. By being 
spent by the Treasury this sum might be 
converted into an equal amount of additional 
reserves held by the commercial banks at the 
Federal Reserve. It might thus support an 
expansion of deposits at, and lending by the 
commercial banks of somewhat over six times 
that amount, or say $ 38 billion; this would 
increase the member banks’ present deposits, 
of between 125 and 130 billion dollars, by 
some 30 per cent. More probably, however, 
the expansion would be distributed between 
deposits and the note circulation so as to keep 
the proportions between these two elements 
of the money supply more or less constant. 
Each element would then increase by about 
13 per cent (16). 


(15) Gold Reserve Act of 1934, Sec. 7: « In the event that 
the weight of the gold dollar shall at any time be reduced, the 
resulting increase in value of the gold held by the United States 
(including the gold held as security for gold certificates and 
as a reserve for any United States notes and for Treasury 
notes of 1890) shall be covered into the Treasury as a miscel- 
laneous receipt ». 

(16) Let ¢ represent the circulation of Federal Reserve notes 
(25 billion), d the deposits at member banks (125 billion), and r 
the average reserve ratio required for the latter (0.15). The 
changes resulting from an expansion of A g (5.7 billion) in the 
gold reserve will then approximately satisfy the following 
equations: 

( Ac + rid = Ag 


} Ac c 
Ad d 
Introducing the relevant numerical values, we obtain the result 


that the deposits will expand by 16.3 billion and the note 
circulation by 3.26 billion. 
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If therefore the revaluation of gold is not 
to cause inflation, and if it be assumed that 
the national income will rise by 4 to 5 per cent 
per annum, the Treasury must spread the 
expenditure of the revaluation profit over not 
less than three years. If it were to spend the 
profit faster than this, the Federal Reserve 
would have to undertake offsetting operations 
(by selling securities on the market). 

Since revaluation followed by the issue of 
additional certificates would increase the reser- 
ves and the sight liabilities of the Federal Re- 
serve Banks by equal amounts, their gold cover 
ratio would rise. This is the enlargement of the 
reserve base of the banking system to which 
Kriz refers in his third point. But we have 
seen that up till the war the Federal Reserve 
Banks kept varying cover ratios, which were 
always very high; and there seems no reason 
why a high cover ratio should, in the future, 
any more than in the past, be the cause of an 
easy credit policy on the part of institutions 
whose primary task is to defend the currency. 

It is true that, once the war had broken 
out, the high level of the gold reserves did 
enable the Federal Reserve Banks to under 
take large purchases of Government securities 
without coming too close (at least until towards 
the end of 1944) to the legal minimum cover; 
that is to say it was a factor favouring inflation. 
If the System had entered the war with a 
less ample gold cover (as would happen in 
the event of a fresh conflict), it would sooner 
or later have had to face the choice between 
reducing (or abandoning) the cover require- 
ment and following a stricter monetary policy. 
One only has to read the arguments with 
which the Federal Reserve Board in February, 
1945 supported in Congress the proposal that 
the gold cover required for sight liabilities of 
the Federal Reserve Banks should be cut to 
25 per cent, to realise that the first of these 
two courses would have been adopted without 
hesitation (17). 


(17) The Federal Reserve Board document points out that 
the fall in the gold cover for the sight liabilities which took 
place after 1941 was due to the decrease in the gold reserve 
coupled with the increase in the sight liabilities. It goes on 
to remark: 

« Reduction of reserves has reflected the fact that most of 
this country’s exports have been on Lend-Lease, while our 
imports have been on a cash basis. Countries that have sold 
commodities to the United States have not been able to buy 
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In the case of the major European coun- 
tries, which have given up all requirement: 
regarding gold cover. for their currencies, the 
third point made by Kriz does not apply. 

Looking ahead over a moderately long 
period then, it seems clear that even in the 
American economy it is impossible for all of 
the following three conditions to be satisfied 
at the same time: 


(1) A sustained growth of the nationai 
income. 


goods here, on account of war restrictions, and have either 
withdrawn or earmarked gold against the time when goods 
will once more be available for sale. 

Growth of Federal Reserve note circulation has been a part 
of the general expansion of currency which has accompanied 
war activity in every country in the world. Expansion of both 
notes and deposits has reflected growth of Government war 
expenditures, enlargement of national money income, and ad- 
vancement of pay rolls and trade at higher prices. So long as 
the Federal Reserve Banks continue to do their part, as they 
surely must, to assist the Treasury in Government financing 
and.in maintaining stable conditions in the market for United 
States Government securities, these banks must not be restricted 
by an arbitrary reserve ratio ». 

The further arguments of the Board are directed toward 
showing that the reserve ratio was not so much arbitrary at 
the outset as excessive in view of the functions which remained 
for the reserve to fulfil under the changed conditions: 

« A direct reduction of the required ratio... would be en- 
tirely consistent with the changes in conditions which have 
occurred since the ratio was first established by the Congress. 
The original purposes of the ratio were (1) to assure adequate 
resources for the Reserve Banks to meet demands for gold or 
lawful money by depositors and note holders, (2) to limit the 
expansion of Federal Reserve Bank credit, and (3) to assure the 
public that there was at least 40 per cent in gold back of the 
Federal Reserve notes which were then being introduced for 
the first time. . 

The first purpose is no longer compelling since gold redemp- 
tion is now not permitted for domestic use, and gold can be 
exported only under license. While the country’s aggregate gold 
reserves are ample to meet any conceivable foreign demand, a 
reserve ratio high enough to meet possible demands for both 
domestic and foreign use is no longer appropriate under present 
conditions. The second purpose — limitation of Federal Reserve 
Bank expansion — is not relevant at a time when expansion 
by the Reserve Banks is essential to the needs of war finance. 
Thirdly, confidence in Federal Reserve notes is well established, 
and whether the amount of gold back of the notes is 40 per cent 
or 25 per cent makes no practical difference. 

War conditions have caused all belligerents to reduce or 
abolish central bank reserve requirements. Mechanical limita- 
tions on the ability of a central banking organization to extend 
credit must inevitably give way in time of war to the paramount 
obligation to support the war effort. 

A reduction to 25 per cent is proposed because it would be 
sufficient for all foreseeable contingencies. It would enable the 
Reserve Banks to meet such additional demands for currency by 
the public and for reserve balances by member banks as are 
likely to occur. The currency supply and the bank deposit 
structure could nearly double before the legal minimum would 
be reached ». 
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(2) Maintenance of the gold cover at a 
fairly high proportion, such as one-third, of 
the Central Bank sight liabilities. 


(3) Maintenance of the present price of 


gold. 


The limit set by the second of these condi- 
tions could be removed by further reducing the 
reserve requirements for the commercial banks. 
The maintenance of prices at a level not lower 
than the present one is not stated as a separate 
condition, because it is implied in the first. 

The fact that the three conditions cannot 
all be fulfilled together will become immedia- 
tely clear if the other countries, with a view 
to reintroducing currency convertibility, take 
the course of augmenting their own gold 
reserves by drawing gold from the United 
States, or even by merely absorbing a large 
part of the gold newly mined. The advice 
which the Genoa Conference gave thirty years 
ago, to build up reserves in the form of con- 
vertible foreign exchange rather than of gold, 
seems quite apposite now. It might also be 
well to do already now what may have to 
be done during the next few years, and that 
is to repeat the warning which the Gold 
Delegation of the League of Nations Financial 
Committee gave in 1930 in connection with 
the need to safeguard international monetary 
equilibrium : 

«Nous désirons signaler une fois de plus 
les conséquences que pourrait provoquer toute 
opfration de grande envergure ayant pour objet 
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de convertir en or les réserves actuellement 
constituées en devises étrangéres, et nous 
croyons devoir prier instamment tous les pays 
qui ont adopté le systéme de I’¢talon de change- 
or de procéder dans ce domaine avec la plus 
grande circonspection ». 

It appears equally desirable also to develop 
those multilateral clearing organisations in 
which the parties grant each other credit, in 
order to cover temporary disequilibria in their 
balances of payments. 

The countries of Europe are too many, and 
the demands of economic development and of 
defence are too great for it to be possible at 
the moment to devote to the accumulation of 
gold and convertible foreign exchange reserves 
the effort which would be necessary if those 
reserves were to be adequate to the needs of 
a system of full gold convertibility of the old 
type. This difficulty is one of the many which 
reflect the decay of the old national states, 
over-burdened as they are with tasks, and 
lacking the strength to maintain sound cur- 
rency conditions. The return to convertibility 
would be made less difficult by some sort of 
European Federation, which, by transforming 
the trade between the various European coun- 
tries along with their currency areas from 
foreign into domestic trade, would partly solve 
the problem of international liquidity, as well 
as other problems which are. yet more serious. 
Even then, however, it would still have to be 
a question of convertibility into dollars rather 
than into gold, 




































Revenue 


Fiscal year 
a ae Assessed 
beginning Collected 


Ist July in’ Movement 

4 Current capital (a) 
1938-39 28 : ate 
1946-47 352 335 668 
1947-48 828 200 822 
1948-49 1,015 45 1,020 
1949-50 1,449 344 1,603 
1950-5! 1,676 247 1,617 
1951-52 1,720 337 2,088 
1952-53 1,572 311 2,307 
1953-54 1,793 26.6 - 


(b) Estimates at September 30, 1953. 
Source: Conto riassuntivo del Tesoro. 


Assessments and Obligations (a) - Deficit 
Receipts and Payments (b) - Cash deficit 
Financing of cash deficit: 
Treasury Bills ee a 
Advances of the Bank of Italy . . . 


Interest bearing 
current accounts 


Floating debt - Total : 
Other Treasury debits and credits 
Changes in cash position , 


Granxn Torat 


Savings Banks; 


Source: Conto riassuntivo del Tesoro 


Source: Conto riassuntivo del Tesoro. 
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(a) 
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(a) Current revenue and movement of capital; on year account and arrears. 


(millions of lire) 


\ Cassa DD.PP. and in- 
surance instit. (c) 
/ Banking institutions 


SS a 
Consolidated Redeemable 
debt debt 

End 
of period A- A- 7 
mount * mount 1.N, 
1938 - June 53 100 49 100 
1949 - June 53 100 392 800 
1950 - June 53 100 586 1,196 
1951 - June 53 100 691 1,410 
1952 - June 53 100 829 | 1,681 
1953 - March 53 100 1,025 2,091 
April 53 100 1,025 | 2,091 
May 53 100 | 1,025 | 2,091 
June 53 100 1,025 | 2,091 
July 53 100 1,025 | 2,091 
August = 53 100 | 1,025 | 2,091 
September. 3 100 | 1,025 | 2,091 


1948- 


49 


419.9604 


(d) Debits and credits with government's agencies and other 


Trea- 
sury 
bills 


744 
719 
817 
g20 
896 
892 
QgI4 
go8 
933 
932 
94! 


(a) Current revenue and expenditure and movements of capital; 
(b) Receipts and payments on year account and arrears; current revenue and expenditure and movements of capital; 
(c) For more than go°®,, a/cs. with « Cassa Depositi e Prestiti » (Cassa DD.PP.) which collects the deposits of the Postal 


1949-50 


191,705 
83,619 


public bodies: 


SUMM: 
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ARY 


Bmeeé a 
Obbligate 
‘ Movement 
Current , ee 
of capital 
< 12 + 0.2 _ 
ani 580 4 3 — 
- 719 - 66 
— 504 a 
— 322 + 131 
now Se > i 
— 486 = G3 
— 455 + 174 
— 461 = Bes — 
CASH DEFICIT 
Ig50-51 1g51- 
— 270,707 — 423, 
— 154,103 - 188, 
+ 95,024 + 105, 
— 19,077 —_ 
142,216 + 0, 
4 3 
- 751 — 13, 
+ 220,914 + 121, 
_ 8,381 + 139, 
— 535430 — 7 
159,103 188, 


IVALIAN DOMESTIC PUBLIC DEBT 


(milliards of lire - Index Numbers, 193%= 100) 


Floating debt 


Interest 
bearing 
current 
ac- 
counts 


20 
479 
628 
77° 
822 
g22 
908 
937 
998 

1,005 

1,024 

1,038 





Ad- To 
vances 
by the 
Bank | Amount 
of Italy| 

I 30 
470 1.093 
490 1,837 
471 2,058 
471 2,213 | 
453 2,271 
452 2,252 | 
450 2,301 | 
449 25355 
448 2,386 | 
447 25403 | 
447 2,426 | 


tal 


ioo 
5.943 
6,123 
6,860 
7+376 
7,570 
7,506 
7,670 
7,850 
7:953 
8,010 
8,086 


Trea- 
sury 
notes 


Table A 
¢.3 2 
d 
Y Cash 
Total 
11.8 ms 
549 — 206 
785 = 205 
- 557 — 402 
19g! — 8% 
— 271 — 159 
— 423 — 188 
294 — 234 
512 -- 
' 
| 
Table B 
——- i 
52 1952-53 
600 — 294,000 
494 — 234,400 
396 — 11,800 
— 21,100 
088 - 150,500 
591 + 15,700 
893 + 143,300 
188 — 12,100 
587 + 103,200 
494 2345400 


Table C 


Total of domestic 


public debt 


Amount 


133-5 
2,146.4 
2,486.0 
2,811.0 
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DEPOSITS, CURRENT ACCOUNTS AND ASSETS OF ITALIAN BANKS (a) 




















(millions of lire) Table D 
————o— ————_— Se — — = = = ae a —— — — ———_—$————=== 
Items 31.12.50 | 31.12.51 30.6.52 | 31.12.52 31.3.53 30.6.53 | 30.9.53 
Amount outstanding 
| Deposits and current accounts. . . 234,906 | 2,686,037 |2,893,738 | 3,335,350 | 3,391,847 | 3,484,279 | 3,685,532 
| Cash and sums available at sight. . 221,621 294,938 | 219,283) 345,027 268,243 277,966 | 278,146 
Fixed deposits with the raatamde and 
other Institutions . . : 280,417 342,529 | 399,324) 423,403 423,486 432,139 | 495,104 
Government Securities (b) . . . . 516,469 610,698 | 694,284) 674,086 718,526 735,383 | 770,219 
| Credits to clients (c) . . ... . 1,801,656 | 2,135,381 |2,230,372 | 2,649,294 2,696,513 | 2,793,070 | 2,945,479 
Index Numbers: 31-12-1948 = 100 
Deposits and current accounts. . . 147.0 176.8 191.6 219.3 223.1 229.1 | 242.4 
| Cash and sums available at sight. . 131.0 174.5 129.7 204.1 158.6 164.4 | 164.5 
| Fixed deposits with the —* and 
other Institutions . . ‘ 157.7 192.7 224.6 238.2 238.2 243-1 278.5 
Government Securities (b) . . . . 129.9 153-6 174.6 169.7 180.7 185.- 193.7 
| Credits to clients (c) . . . .. . 157-2 186.3 194.6 231.1 235-3 243-7 257-0 
| % of deposits and current a/cs 
| Cash and sums available at sight. . 9.0 | 10.9 7.6 10.3 7-9 7.9 7-5 
| Fixed deposits with the beetiande and 
other Institutions 2.5 12.7 13.8 12.6 12.4 12.4 13.4 
Government Securities (b) - I 22.7 23.9 20.2 | 21.1 21.1 20.8 
| Credits to clients (c) . . . .. . 80.6 79-4 77-0 79-4 79-4 | 80.1 | 79.9 
| 


(a) The data refer to 365 banks (commercial and savings banks) which hold about 99% of the total deposits collected by all 
Italian banks. 

(b) Treasury bills and other Government securities. Nominal value. 

(c) Includes: bills on hand, rediscount at the Bank of Italy, contangoes, advances, current accounts, credits abroad, loans recov- 
erable on salaries, credits on note of hand, mortgage loans, current accounts with sections for special credits, non-Governmeni sccu- 
rities, participations. 

Source: Bollettino of the Bank of Italy. 

















DEPOSITS AND CURRENT ACCOUNTS OF ITALIAN BANKS (a) Table E 
| Time and Demand Deposits | Current accounts (b) Y¥ + eo . eq | 

- ° _ — - 
Index | Index | of | Index | 

End of period porate | — ion. aE Quarterly Index i 7 pened | Quarter ca 
outstanding) changes | ber jou sta ing) a anges b r outstanc ing) changes ber 
I 2 3 4 5 ri ee 8 Sooo we 

= " | onan a ee a | eS Wensee 
| 1947 - December . . . 528,516| — 100 485,373 — | 100 | 91.8 1,013,889) _- 100 | 
1948 - December . . . 805,497) + 65,005) 152.4 714,781\+ 50,161) 147.4 | 88.7 1,520,278) + 115,166 149-7 | 
| 1949 - December . . . | 1,015,937] + 66,717) 192.2 932,787) + 76,226) 192.1 | 91.8 | 1,948,724|+ 142,943 ape.s | 
1950 - December . . . | 1,172,391} + 59,892| 221.8 | 1,062,515, + 58,583) 218.9 | 90.6 | 2,234,906|+ 118,475) 220.4 | 
| 1951 - March . . . . | a, 179,784/+ 7,393) 223.2 | 1,091,270) + 28,755| 224.8 | 92.4 | 2,271,054|+ 36,148) 223.9 | 
es 187,815) + 8,031) 224.7 | 1,090,487|— 783) 224.6 | 91.8 | 2,278,302/+ 7,248) 224.7 | 
September . . . | 1,256, 753) + 68,938) 237.7 | 1,179,351;+ 88,864] 242.9 | 93.8 | 2,436,104) + 157,802) 240.2 | 
December . . . | 1,364,093|+ 107,340) 257-7 | 1,323,944|+ 144,593] 271-8 | 93.8 | 2,688,037) + 251,933) 264.4 
| 1952 - March . . . . | 1,419,966|/+ 55,873] 268.7 | 1,355,400\+ 31,456) 279.2 | 95.5 2,775,306|+ 87,329) 273-7 
June. . . . «| 1,454,922}+ 34,956] 275-3 | 1,434,770|+ 39,370| 296.0 | 98.6 | 2,889,692)+ 114,326| 285.4 
September . . . | 1,567,234) + 112,312| 296.5 | 1,510,075|/+ 75,305) 331-1 | 96.3 | 3,077,309) + 187,617| 303.5 

| December . . . | 1,688,668) + 121,434) 319.5 | 1,646,682) + 136,607) 339-2 97-5 | 3,335,350|+ 258,041) 328.9 
| 1953 - March . . . . | a 41,604] 327-3 | 1,661 575| + 14; 893| 342.3 | 96.- 35391,847| + 56,4971 334-5 | 
June. . . - . | 1,784,718'+ 54,445| 337-6 | 1,699,562, + 37,984) 350-1 | 95-2 | 3,484,279|+ 92,432) 343.6 | 
September . . . | 1,885,007|+ 100,289) 356.6 | 1 800,525) + 100,963) 370.9 | 95-5 | 3,685,532) + 201,253) 363.5 


(a) The data refer to 365 banks (commercial and saving banks) which hold about 99% of the total deposits collected by all 
Italian banks. 


(b) Inter-bank current accounts are excluded. 
Source: Bollettino of the Bank of Italy. 








Year or month 


1950 - December 


1952 
June 


1951 - December 
- March 


September 
December 


1953 - 
June 


July 


March 


August 
September 


Banca Nazionale del 














| Note Circulation (a) | W 
(Amount (b) 


1 


| (milliarcs 


| of lire) 
1,176.1 
1,304.2 


1,216. 
1,224. 
1,307. 
1,411. 


mw vive 


1,310.3 
1,288.6 
1,287.4 
153363 
1,355-9 


Lavoro 





NOTE CIRCULATION, PRICES, WAGES AND SHARE QUOTATIONS IN ITALY 





- Table F 
(Index Numbers, 1938= 100) 
. | | | " | 
Wholesale prices (©) | Cost of | Wage rates| Share _ = a 
Livi in indus otations rice OF | 
Index All —- | Foodstuffs — oy) a0 b one gram Index | 
modities | | © (c) (b) ; 
| (lire) (d) 
ilinal = q ween F | — 
5,228 5,406 5:567 5,009 5,962 1,589.1 | 919 39535 
59796 59454 55355 59416 6,685 1,714.9 885 3.403 | 
5.408 59323 59149 59475 6,732 1,930.4 859 3304 | 
51422 55133 59491 51559 7:055 1,872.3 795 3,058 
5,819 5,265 5511 5,615 72380 2,036.9 794 32954 
6,271 5,288 5,624 5,612 7426 2,316.6 77° | 2,961 
5,823 5,264 5656 5,613 7525 2,344-8 765 2,942 
59727 5»259 5794 5.718 7525 2,244.2 755 2,903 
5.721 5,258 5:722 5,633 7525 2,310.4 748 2,876 
52939 5»270 59774 5,617 7:573 2,410.4 747 2,873 
6,026 55249 55703 5,642 7°573 2432-9 745 2,865 


(a) End of year or month. Includes: Bank of Italy notes and Treasury notes; (b) Bollettino of the Bank of Italy; (c) Bol- 
lettino Mensile di Statistica issued by the Central Institute of Statistics; (d) Business Statistics Centre of Florence. 





PRICES AND YIELDS OF ITALIAN SECURITIES BY MAIN CATEGORIES 
(annual or monthly averages) 


Table G 








Government Seourities 














Source: Bollettino Mensile di Statistica. 























Bonds Treasury Share Securities 
| neni ee ee 7 Average 
Consolidated Redeemable Bonds 
| Year or month oe — Se ee “ean” © S — 2 "—-egee w U let eee ae ee — 
Price Yield Price Yield Price Yield Price Yield Price Yield 
(index |(per cent] (index |(per cent} (index {(per cent} (index (per cent] (index (per cent 
number | per an- | number | per an- | number | per an- | number | Per an- | number per an- 
*38=100) | num) | °38=100) | num) | ’38=100) | num) | '38=100) } mum) — *38= 100) num) 
1950 - a. av. 105-4 5-13 93-4 | 6.06 93-6 5-68 93-6 5.83 1,528.2 5-44 
| 195t- » » 101.9 5-30 88.2 | 6.42 97:3 6.06 89.1 6.12 1,676.2 6.56 
| 1952 - » » 101.5 5-32 87.3 6.48 87.1 6.07 88.6 6.15 1,618.3 7.12 
| 1952 - March 99-6 5-42 87.3 6.48 86.4 6.12 88.2 6.18 1,930.4 6.13 
June 100.9 5-35 90.6 6.25 92.0 5-75 93-3 5.84 1,872.3 6.57 
September 102.3 5.28 94-5 5-99 93-1 5.68 g5.1 5-73 2,036.9 6.18 
December 102.5 5-27 gI.0 6.22 87.9 6.02 90.4 6.03 2,316.6 5-54 
1953 - March 100.4 5-38 88.9 6.37 86.3 6.13 88.8 6.14 2,344.8 | 5.31 
June 99-6 5-42 87.5 6.47 86.0 6.15 88.3 6.17 2,244.2 6.37 
July 99.8 5-41 87.9 6.44 86.6 6.11 88.8 6.14 2,310.4 | 6.30 
August 99-4 5-43 87.8 6.45 86.4 6.12 88.6 6.15 2,410.4 | 6.03 
September 98.9 5-46 88.2 6.42 86.6 6.11 88.8 6.14 2,432.9 | 5-98 
Source: Bollettino of the Bank of Italy. 
WHOLESALE PRICES BY GROUPS OF COMMODITIES 
(Index Numbers, 1938= 100) Table H 
All Foodstuffs Hides, | Raw mate- | Puels Chimica] ti 
— Com- |-— as aa ‘a Skins |rials, metal and | '3¥ —— nee | — : 
or month ae | Vow Textiles} and and engi- | ubri- | materials d Glass 
§ a ber oods an 
disies | weble Animal Foot- | neering rr and & Seine 
aed “7 | wear products | products 
1950- a. av. | 4,905 | 4.740 6,401 | 6,015 | 4,191 | 5,228 | 3,784 | 5,302 | 5,677 | 4,778 | 6,106 | 4,928 
| 1951-» » 5,581 | 4,821 | 7,289 | 7,621 | 5,213 | 6,689 4,666 | 6,008 | 7,250 | 8,318 | 6,603 | 4,878 
| 1952-» » | 5,270) 4,869 6,696 6,343 45245 6,767 45440 5.717 | 8,344 6,246 7,216 | 4,707 
1952- March | 5,323 | 4,709 | 6,969 | 6,604 | 4,406 | 7,060 49597 | 5,866 | 8,599) 7,340 | 7,150 4,707 
June! 5,133! 4,668 6,295 6,241 | 3,945 6,777 4,386 5.718 | 8,419 | 6,168 | 7,220 | 4,707 
Sept. | 5265 | 4,987 6,675 | 6,194 | 4.292 | 6,686 | 4.343 | 5,588 | 8.133 | 5,362 | 7,357 | 4,707 
Dec. 5.288 | 5,141 6,757 | 6,014 | 4,230 | 6,396 | 4,310 | 5,530 | 8,372 5,320 7,240 | 4,707 
| 1953- March | 5,264} 5,283 6,502 | 6,030 | 4.243 5,959 4154 | 5.411 | 8,404 | 5,302 | 72231 4,644 | 
June 5.259 | 5,498 6,113 6,039 | 4,036 | 5,642 | 4,006 | 5,286 | 8,387| 5,214 | 7,163 41644 | 
July | 59258 | 5,502 6,201 | 5:790 | 3,922 | 5,029 4,013 | 5,143 | 8,376) 5,142 7,202 | 4,644 | 
August | 5,270 5.457 6,483 | 5,773 3.917 | 5,828 4017 | 5,122 | 8,376 59152 | 7,202 | 4,404 | 
Sept. | 55249 | 5,313 6,563 | 5,768 3,926 5,642 4,019 5,123 | 8,376 5,222 | 7,202 | 4,404 
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INDEX OF LIVING COST 


(1938 = 100) 

——" = ——_—— a ——————— :o—e ws eer yes | — 

Year or month All Items Foodstuffs | Clothing Heating . 
aa Paice est oe Hs lighting 
1950 - a. av. 41849 5877 5,742 3480 
1951 -» » 52320 6,279 6,975 3+746 
1952 -» » 5,546 6,541 | 6,415 4,031 
1952 - March 59475 6,419 6,596 3,997 
June 55559 6,566 6,410 3,991 
September 5,615 6,651 6,261 4,077 
December 5,612 6,633 §,218 4,100 
1953 - March 5,613 6,619 6,203 4,105 
June 5,718 6,788 6,185 4,077 
July 5,633 6,657 6,199 4,074 
August 5,617 6,628 6,207 4,082 
September 5,642 6,663 6,247 4,086 
Source: Bollettino Mensile di Statistica. 
WAGES AND SALARIES IN ITALY 


(gross retributions - inclusive of family allowances) 











Categories 


Industry: 


Specialized workers 


Skilled workers 


Ordinary workers and semi-skilled labourers 


Labourers . 


General index of Industry 


| Agriculture 


Government Civil Employees: 


Group A (a) 
Group B (b) 
Group C (cy 


Subordinate staff . — oa 
General Index of Government Civil Employees 





(Index Numbers, 1938= 100) 


(a) Administrative grade; (b) Executive grade; (c) Clerical grade. 
Source: Bollettino Mensile di Statistica. 





| 





Year or month 


1949 - June 
December 


1950 - June 
December 


1951 - June ; 
December . 


1952 - June 
December . 


1953 - March . 
June 
July 
August 


a . — 


Source: Ministry of 


Agriculture 


239,808 
3712214 


251,524 | 
435,552 
321,985 
400,995 


414,885 
438,503 


500,995 
472,921 
439-913 | 
438,803 | 











1952 oS ae 
- © April | May | June | July | 
— ae . wae 7 
| | | 
6,199 6,542 | 6,542 | 6,542 | 6,542 6,583 
6,846 79237 | 75237 | 7337 | 7237 | 7,282 
7,268 7.718 | 7.718 | 7.718 | 7,718 | 75773 
7,836 8,371 | 8,371 | 8,371 8,371 | 8,422 
7090 | 7,525 | 7525 | 7:525 | 7,525 | 7,573 
7464 7,999 | 75999 7:999 | 8,041 8,137 
| 
4,121 4,12! | 4,12 4,121 | 4,121 4,121 
45953 4,053 | 4,053 4°53 | 4953 4,053 
4,800 4,800 | 4,800 4,800 | 4,800 4,800 
59385 5385 | 5385 59385 | 5,385 55385 
! 
49545 49545 45545 49545 | 4545 45545 
UNEMPLOYMENT IN ITALY BY ECONOMIC SECTORS 
| Commerce | Transport | killed | 
Industry and and | emarwes Employees | Total | 
services | Communi-| workers | 
cations | 
| 
1,034,410 46,352 22,477 | 378,288 | 93,775 1,815,768 
1,116,297 | 50,781 21,257 | 402,391 | 92,454 2,055,606 
<8 | 
911,241 | 43,158 17,978 | 379,790 | 77,550 1,672,849 | 
1,024,305 475395 19.499 | 470,618 | 71,867 2,069,809 
919,880 | 55,126 | 24,667 499,053 | 83,250 1,903,961 
997,191 | 61,592 | 25,591 | 523,797 | 84,992 | 2,094,158 
984.341 | 64,597 | 27,014 | 447,800 | 93,071 | 2,031,708 
912,948 | 66,838 | 23,440 657,090 | 93,206 2,192,025 
875,776 | 68,599 | 24,839 | 689,079 | 93,841 2.253.129 
827,686 45.264 | 18,438 670,553 | 96,717 2,131,579 
819,896 | 42,921 | 18,068 669,305 | 98,863 2,088,966 
800,624 | 49999 | 17,714 661,414 | 95,953 | 2,054,607 


Labour, Statistiche del Lavoro. 





August | September 


6,583 
7,282 


7773 
8,422 
7573 
8,137 


4,121 


4,953 
4,800 


5.385 
45545 


I. N. 
(a. av. 
1947=100) 


89.7 
101.7 


82.6 


102.2 


94.0 
103-4 
100.3 
108.2 


111.3 
105.3 
103.1 
101.4 
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Table | 
aS 

Housing Miscellaneous 

730 4,610 
1,232 5,248 
1,565 5,501 
1,539 5532 
1,576 51436 
1,618 5,491 
1,656 5,516 

1,795 5.546 

1,713 5549 | 

1,713 59534 
15730 5527 
1.730 5,539 

Table L 

























Banca Nazionale del Lavoro 


ITALIAN INDUSTRIAL PRODUCTION INDEXES (a) 
(unadjusted, 1938= 100) 





Gene- Manufactures 


Year or month ral 
Index 





ning Lum- Metal- | Engi- no Che- 
Total | Food Paper lurgy neer- metallic 


he Rubber | Power 
: _ing | ores 


micals 


1950 ——a se Io 116 134 59 106 105 122 119 127 132 160 
1951 <3 137 11g 131 139 62 114 135 130 128 171 152 186 
1952 a 143 145 136 146 105 62 113 150 142 136 172 142 183 





1952 -Jume . . . «| 139 132 131 139 96 62 106 149 142 133 166 131 200 
December . . 149 157 142 169 112 55 120 141 143 139 183 150 200 








1953 - March... . 155 179 149 150 117 61 130 135 164 173 195 160 192 
_ ne 153 165 146 141 109 56 124 150 153 157 210 148 200 
ae 167 179 161 151 126 63 139 163 177 157 220 177 212 
August .. . 133 156 124 126 75 46 108 138 102 150 217 122 193 
September . . 162 176 | 156 152 118 62 132 155 163 156 227 173 203 





(a) On the problem of index numbers on Italian industrial production, see this Review, No. 16, January-March 1951: 
A Note on the Index Numbers of Italian Industrial Production, by E. D'Euta, pag. 34. 
Source: Bollettino Mensile di Statistica. 


ITALIAN CONSUMPTION OF SOLID AND LIQUID FUELS, ELECTRIC ENERGY AND NATURAL GAS 
(bituminous coal equivalent - in thous. of metric tons - monthly averages) Table 0 














ae a i ei Nita Index numbers : 1938= 100 
195° | 1951 | 1952 | 1953 (a) a 


95° | 1951 | 1952 





Cer eee Gee. swe te 827 g08 928 851 | 76.5 84.0 85.9 
PE « ® cee: £ eats gl 95 98 | 96 75-8 79.1 81.6 
PA ee eee 736 813 830 754 76.6 84.6 86.4 

Petroleum products (import.) . . . 581 720 792 870 156.6 194.0 213.4 

ee ae eee 1,278 1,554 1,610 1,622 129.8 157.9 180.0 
Pe «os se RS 1,264 1,539 1,592 1,605 143.7 175-0 181.1 
Pe + 44 << Bw we 14 16 18 17 93-3 106.6 120.— 

SE, no ed ew, ew 63 116 | 177 | 270 6,300.0  11,600.— | 17,700.— 

Total (domestic and imported). . . 2,749 3,507 3,614 117.1 140.6 149-4 


(a) On the basis of the first nine months. 
Source: Quarterly Statistical Bulletin of the M.S.A. 


SOME BUSINESS INDICATORS 
Index Numbers, 1948 (annual average)= 100 


~— | Goods | Number 
Number loaded and} of tele- 
Months | of rooms | ynloaded | 








Iron and steel 
| Industry 
_ | department eas ae ‘ 
| grams di- | | movement | __ traffic 
| Stores Orders Stoks 
spatched 


Sales in ; ; 
Tourist Railways 


planned | in Italian 
ports 





es SN Sc eka se 356.8 | 181.6 129-3 | 186.5 | . 182.7 
June oS, eee <5? y 483.4 | 471.0 | 145-4 278.5 | , 443-9 
September... . 288.0 | 175-6 156.0 271.5 . 603.8 
re 422.4 168.5 | 157.6 351-3 | , 366.5 
November... . | 385.9 | 168.0 144-7. | 324.8 a 212.5 
December co 322.3 | 164.7 155-2 583.8 . | 209.0 
te bs ee OE eee 181.5 141.4 271.5 | | ‘ 158.9 | 
Dee. « . ss.) 6035 204.4 | 146.5 | 227.0 | | ‘ 161.1 
ee 372.8 | 188.3 151.2 | 280.7 j 239-9 
EY ete ke 458.2 | 198.9 | 154.8 344-7 53- 442.4 
eS ee 415.7 | 179-1 142.7 360.1 ¥ ‘ 450.3 
ee ae 536.9 | 185.8 | 145.4 392.2 | ‘ 539-1 
eS ee 482.2 190.8 s02-4 aonb 1 a | 8yz.z 
See a 378.2 191.8 144.8 | 281.8 | ‘ 1,263.3 
September... . 423-0 | 193-6 | 163.8 371-2 ck ——<« | 














Source: Previsioni a breve termine. 
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Table Q 
CAPITAL, SHARE PRICES, AND DIVIDENDS OF SOME ITALIAN COMPANIES QUOTED ON STOCK EXCHANGES 








Companies 


Financial and Insurance 


Finmare - Soc, Finanz. Marittima 

Strade Ferrate Meridionali (Bastogi) . ‘ 
S.T.E.T. - Soc. Torinese Eserc. Telefonici . 
La Centrale . ag ge oe 
Pirelli & C. . 

Assicurazioni Generali , 

Riunione Adriatica di Sicurta 


Textiles 
Snia Viscosa. . 
Chatillon - Soc. Ital. Fibre Tessili Art. 
Linificio e Canapificio Nazionale 
Cotonificio Vittorio Olcese . 
Cucirini Cantoni Coats . 
Cotonificio Cantoni . 
Lanificio Rossi ; 
Manifattura Lane in Borgosesia ; 


Minerals, Metals and Engineering 
Monte Amiata 
Stabilimento Minerario del Siele 
Finsider Ac B. ? 
Ilva Alti Forni e¢ Aacielasic a’ Italia ' 
Dalmine 
Terni 
F.1.A.T. 


Public Utilities 
Soc. Edison . 
C.1.E.L.I1. . 
Soc. Adriatica di Elettricita ; , 
S.L.P. - Soc. Idroelettrica Piemonte . 
Vizzola - Soc. Lombarda Distr. atl Eletrrica 
Soc. Meridionale di Elettricita ; 
Soc. Elettrica Selt-Valdarno . 
Soc. Romana di Elettricita 
Soc. Telefonica Tirrena - Serie A) 
Soc. Telefonica Tirrena - Serie B 
Italcable . 


Foodstuffs 


Eridania - Zuccherifici Nazionali 
Soc. Italiana Industria Zuccheri . 


Chemicals 
Montecatini . 
A.N.LC. - Az. Naz. Idrogenazione | Combustibili 
Soc. Ital. per il Gas . ; eee 


Sundry 


Soc. Generale Immobiliare 
Ist. Romano dei Beni Stabili 
Pirelli Soc. per Azioni 
Ttalcementi 

Cartiere Burgo 


(a) On shares of a nominal value of L. 4,000. 


(b) On shares of a nominal value of L. 1,000. 





Face Capital 
(thousands 
of lire) 


18,000,000 
26,250,000 
28,000,000 
14,112,000 
576,000 
10,000,000 
4,320,000 


21,000,000 
5,500,000 
3,400,000 
2,000,000 
5,000,000 
2,400,000 
1,500,000 
1,500,000 


2,296,000 
494,208 
30,600,000 
15,000,000 
8,000,000 
19,687,500 
57,000,000 


125,000,000 
20,000,000 
42,000,000 
52,233,998 
15,960,000 
43,545,600 
17,420,000 
17,420,000 


12,960,000 


4,200,000 


9,000,000 
2,700,000 


84,000,000 
7,200,000 
14,850,000 


9:957:875 
4:917,960 
19,200,000 
4,000,000 
9,600,000 


Nominal 


of shares 


~=- 


value 


(lire) 


500 
1,000 
2,000 
4,800 

200 
5,000 
2,250 


1,200 
1,000 

500 
1,000 
1,000 
1,000 
2,000 
4,000 


1,400 
300 
500 
300 
500 
250 
500 


2,000 
2,000 
1,000 
1,200 
2,000 
1,000 
3,350 
35350 
3,000 
3,000 
3, 000 


5,000 
1,500 


700 
100 
1,000 


250 
3,000 

800 
1,000 
4,000 


Last Dividend Price of 

share at 

Sept. 30, 

Date Amount 1953 
of payment (lire) (lire) 

30.10.52 32.50 402.— 
8. 7.53 80.— 1,386.— 
15. 7-53 150.— 3,150.— 
19.12.52 | 320.— 11,780.— 
23. 3-52 60.— | 15747-— 
8. 7-53 300.— 13,690.— 
15- 7:53 | 140.—(a)| 5,790-— 
— — 1,415.— 

4: 5-53 100.— | 2,1§5.— 
7-153 | 75-— 787.— | 
7. 5-53 150.— 2,310.— 
27- 4.53 | 35°0.— 8,610.— 
27- 4-53 | 300.— 12,150.— 
28. 4.53 600.— 16,300.— | 
14: 4-53 600.— 13,750.— | 
5: 5-53 160.—(b)) 3,483.— 
15. 4.53 | 160.— 2,850.— 
15. 7-53 45-— 461.50 
4. 5-53 24.— 288.50 
4- 5-53 90.— | 2,210.— 
Il. 5-53 15.— 206.50 
15. 4-53 50.— 632.50 | 
20. 4.53 140.-- 1,958.— 
30. 3-53 140.— | 2,225.— 
2. 7-53 ' canal 7 | 
30. 4.53 84.— 1,230.— 
27- 4.53 160.— 2,780.— 
13- 7-53 te 999-— | 
10. 3-53 270.— 4,380.— | 
10. 3.53 | 270.— 4,385.— 
23- 3-53 °73-— 3»345-— 
23- 3-53 173-— 3»400.— 
7. 5-53 200.— 4,485.— 
5: 5-53 800.— 19,350-— 
4-553 | 375-— =| 14:725-— 
23+ 3-53 90.— 978.— 
_— _ 155-50 | 

7. 7:53 80.— 1,305-— 
2. 5-53 30.— 401.— 
- 5-53 180.— 8,350.— 
23. 3-53 93-— | 74— 
5-11-52 | 300.— 12,955-— | 
4- 5-53 | 500.— 9725-— 


| 


| Percentage 
of last 
dividend | 
on price | 
at Sept. 
3°, 1953 


8.08 
5:77 
4-76 
2.72 
3-43 
219 
2.42 


4-64 
9-53 
6.49 
4.07 
2.47 
3.68 
4-36 


4:59 
5.61 
9-75 
8.32 
4:07 
7-26 
7-91 


7-15 
6.29 
7-30 
6.83 
5-76 
7.51 
6.16 
6.16 
5-23 
5-15 
4.46 


4-13 
2-55 


9.20 


6.13 


7-48 
2.16 
5-43 
2.32 
5-14 


| 















































Banca Nazionale del Lavoro 


Table R 


MINIMUM AND MAXIMUM QUOTATIONS OF SOME ITALIAN COMPANIES QUOTED ON STOCK EXCHANGES 
(Lire) 


Ye —_————— —_——_= = i — — — = —— 7 
1952 1953 


Ill ntemnnal IV Quarter { Queee b II une | Ill Quaeer 




















Companies 


; Wee | | , 

Maxi- | Mini- | Maxi- | Mini- Maxi- | Mini- | Maxi- | Mini- | Maxi- | Mini- 
| | 

mum mum mum | mum | mum | mum ! mum | mum | mum | mum 


j 
| 









Financial ad Insurance 






Strade Ferrate Meridionali (Bastogi). . . 1,572, 1,359, 1,920) 1,578 2,160] 1,785| 1,780) 1,543| 1,425| 1,280 
S.T.E.T. - Soc. Torinese Eserc. Telefonici . 3,050! 2,850, 3,760) 2,940! 3,270) 2,710) 2,990) 2 1650 3,165} 2,810 
La Centrale a. ee Pe es ee Me herks. Sade ae “fl . «+! 11,910) 9,850] 10,540] 9,300] 11,920! 10,080 
2... 5 = er ee 8,230 6,990, 10,630} 8,025' 11,910] 9,850! 1,510) 1,349) 1,735] 1,475] 
| Assicurazioni Generali . . . . . . 95525, 8,295| 13,020! 9,080) 14,950, 12,000| 12,730] 10,500] 13,900] 11,700! 
| Riunione Adriatica di Sicurth . . . . 5,600! 4,000 6,300! 4,700! 6,950! 5,250! 5,625) 4,920] 6,050) 5,170) 










Textiles 











Snia Viscosa eo oe © © ee ee) | 15935) 1,495) 15752) 1,475] 1,675} 1,400; 1,400) 1,110] 1,550) 1,345 
Chatillon - Soc. Ital. Fibre Tessili Art. . 2,730, 2,185) 2,765! 2,320 2,620) 2,250! 2,360! 1,725) 2,385]! 2,020 
| Linificio e Canapificio Nazionale . . . | 1,035) 1,169! 1,105) 1,298) 1,244 927 935 870] 1,022 758 
| Cotonificio Vittorio Oleese. . - « + | 24750) 3,080! 2,790) 3,670] 3,500) 2,405 2,495) 2,080| 2 815) 2,220 
Cucirini Cantoni Coats. . . . . ~ | 7,350 6,610! 9,750! 7,000] 10,040] 8,125  8,8y0) 7,390) 8 700) 7,500 
Cotonificio Cantoni. . - «. - - ~ | 25,800! 18,700) 13,050) 11,600! 13,520] 11,500 11,400) 10,000) 12,790! 10,090 
ec cls ha, MOG 14,000, 13,100) 16,590. 13,150| 16,050; 14,250) 15,600] 14,000! 17,100] 14,600 








Minerals, Metals and Engineering 









See ee ae ae ee 2,960 2,395) 3,805) 2,850) 3,970) 3,600, 3,800) 2,905 3» 600; 3,200 
Finsider ACB. . ee Se. Oe 770 583 710 614 724 eS eae ea & 
Ilva Alti Forni e Acciaierie a’ Italia if eS 364 287 370 343 371 284 300 238 292! 250) 
Dalmine > ae ae. eee eee 2,845) 2,225 2,730) 2,420) 2,715, 2,150) 2,055) 1,758! 2,213] 1,870 
io sae S -4 a ee At “eT o 264 230 286 259 290 247 257 196| 223) 202 
aE we eee 529 461 618 522 664 601 617 553 642 568 
| Ansaldo . S, wtitet a. Me te. &F Coal -~ 2CR, Sid 6.640 230 145 170 105 150 go 
| Bianchi Edoardo ‘ ; ; ; ‘ ‘ ers Sal ay “om 146 132 456 119) 483 449 















Public Utilities 


DS! er A Re ow 2,193, 1,998| 2,470} 2,107) 2,780 2,508 1,980 
Gee. 2 « « oo a oe 2,280, 2,565, 2,465) 2,970) 3,040) 2,720 2,840, 2,450) 2,295) 2,055 

















Soc. Adriatica di Elettricita. . . . . 1,084) 1,017; 1,191) 1,040) 1,385) 1,210) 1,265) 1,150) 1,258 940 
S.I.P. - Soc. Idroelettrica Piemonte. . . 1,273] 1,159) 1,445| 1,272| 1,623) 1,380 1,403) 1,097) 1,227, 1,120} 
Soc. Meridionale di Elettriciti . . . . 1,090, 1,027; 1,258) 1,057, 1,408! 1,219] 1,234] 960| 1,021 954 
Soc. Elettrica Selt- Valdarno . . . . 39950, 3,485 4,425 3-815 45775| 3,850 4,200| 3,728) 4,460) 3,875 
Soc. Romana di Elettricita. . . . . est + eek ated 4-710, 3,980) 4,220; 3,800) 4,435), 3,910 
Soc. Telefonica Tirrena - Serie A. . f a i” g 4 4,710, 3,980 6o| 

Soc. Telefonica Tirrena - Serie B 21920] 29595) 39030) 001 t 4,255] 3,480 { 394 ©} 39050) 3515) 35975 





Italcable iMes © ais ees. SP & Oe 3,070 3,950 3,960) 4,680! 4,950] 4,150| 4,165) 3,700] 4,620| 3,825 








Foodstuffs 





i hos , : | } } | 

Eridania - Zuccherifici Nazionali . . ~ | 20,025) 16,830, 22,870) 19,450) 25,700, 21,450) 24,650] 15,550) 19,260! 16,150 
Soc. Italiana Industria Zuccheri. . ~- + | 8,500) 9,525 9,400) 10,650) 11,700) 10,175, 12,125) 9,875) 14,525. 11,525 
| 








Chemicals 












Montecatini. . . ee ee 1,091 922) 1,205 1,081 1,353} 1,190} 1,138] 1,080! 1,005) 944 

A.N.LC. - Azienda Naz. Idr. Combustibili. | 170 157| 180 155 166 13 153 119 158} 130 

Societa festione i fr ar 24 BM weal cael awe) oo] Se Se 1,324) 1,182 
| 











Sundry | 
Soc. Gen. Immobiliare. . . . . . 454, 350| 550; 435) 567) 458 479| 307| 416, 348 










Istituto Romano dei Beni Stabili . . - | 7,450| 5,430 8,800) 6,980, 10,030) 7,875) 8,890} 6,500) 8,350) 6,759 
Pirelli Soc. per Azioni. . . «°°. «© | 35225] 925] 1 9395) 1 ,205| 1 1,512) 1,327) 1,425) 1 330! 1,665] 1,414 
Italcementi .. — o © « 6 » | Oppel 2» 460, 10,900) 8,970) 12,200] 10,100) 11,525] 9 730) 13,180) 11,525) 






I 6 a ae kw 7:500| 6,320) 8,970) 6,640) 10,000} 8,530, 9,750| 8,490] 9,950| 8,760 






Source: Bollettino Mensile di Statistica. 
















































































Statistical Appendix 203 


Table $ 
CAPITALISATION INDEXES OF SOME ITALIAN COMPANIES QUOTED ON STOCK EXCHANGES (*) 


(capital value of 1 lira invested in 1938) 














»s © 2 
: | — —— 
| Compeates rm jan- . Fe- | March | April | May | June July | — 
Septem. uary ruary oat S | S:ptem 
1952 | 1953 1953 1953 1953 | 1953 1953 1953 1953 | 
Financial and Insurance | 
Strade Ferrate Meridionali (Bastogi). . . 22.69 | 29.00 | 30.66 27.65 | 24.95 | 25.16] 23.44 | 25.21 | 26.54 
S.T.E.T. Soc. Torinese Esercizi Telefonici . 16.44 | 31.40) 20.16 19.33! 19.33 | 19.47] 19.33 | 19.68 | 21-75 
ie ss ka ee Ue 24.47 | 36.60 39.89 36.08 | 34-69 | 35-04] 34-55 | 35-24 | 41.28 
Pirelli & Co. . . - «ee «| 3077 | 46.44 43-02 | 35-68! 33.24 | 33-83 | 35.20] 37.00] 41.55 | 
Assicurazioni Generali . . . . . . 29-16 | 11-22 11.35 10.66, 10.66/ 10.11 | 38.57 | 41.29 45-88 | 
Riunione Adriatica di Sicurti . . . . 33-31 | 40.65 41.46 38.07/ 35-35 | 35.62] 34.80 | 36.03 | 4go.r1 
Textiles 
NS ee ee ee 20.16 19.91 20.54, 18.02 16.38 | 15.00 | 16.64 | 18.02 | 18.15 | 
Chatillon Soc. It. Fibre Tessili Art... .  . 33-91 | 37-94 37-78 35-61) 31.90 | 30.66) 30.97 | 32-89 | 33.29) 
Linificio ¢ Canapificio Nazionale . . . 27-63 | 26.37 25-87 | 23-51 | 22.96 | 22.41] 22.20 | 22.61 | 19 09 
Cotonificio Vittorio Olcese . . . . . 39-55 | 46-76 | 43-22 35-31 | 32-77 | 30-37] 31-08 | 39-55 | 34-47 
Cucirini Cantoni Coats . . . . . . 68.69 | 92-58 | 99.55 96.40 98.72 | 103-13 102.86 | 109.92 | 116.97 | 
Cotonificio Cantoni. . . . .. . 108.02 | 127.84 | 127.84 | 115-95 | 101.08 | 103.06 | 99.69 | 109.01 | 118.92 
SS ee ee 42.60 | 48.40 | 48.40 49.05 | 48.40 | 45.82] 46.47| 49.69 | 50.02 
Manifattura Lane dj Borgosesia. . . . 47-88 59-94 | 55-98 53-16]! 49.57 | 51-46 | 50.14] 51.65 | 52.21 





Minerals, Metals and Engineering | 


eee ee se ee 28.26 | 38.07 36.89 37.28] 32.57 33-16 | 32.38 | 33.26 | 33-75 | 
Stabilimento Minerario del Siele . . . 34:19 | 43-65 | 45-58! 42-73 | 34.90 | 35-04] 33-90} 39-74] 42.31 
Ilva Alti Forni e¢ Acciaierie d'Italia . 5-68 | 6.05 5-41 4-81 | 4.28 4:04 | 4.18 4-71 4-68 | 








Dalmine hi i ae oe ae ee 172.84 | 182.40 | 168.06 | 150.29 | 132.53 135-27 | 127-75 | 128.43 | 142.10 | 
Ee Ok hay a” Sy ae ole 6.10} 6.99 6.35 6.20 | 5.60 | 5.31 5-01} 5-31) 5.11] 
F.I.A.T. i Oey Se: ce =e? oe Ga ee oe 18.11 23-43 | 22.82 22.45 | 20.46 | 21.67] 21.29 | 22.89] 24.18) 
Ansaldo eS, x, ca er ae ie 0.10 | 0.11 0.10 0.09} 0.08] 0.08 0.08 | 0.06! 0.06] 
a 13-44 | 15.39 15-17 14-95 13-33 | 12.34 | 12.46] 12.79 | 13.06] 
Nebiolo as a, ee ge” we ae ee ae 0.43 0.55 0.50 0.47 | 0.44] 0.39 0.43 0.39 | 0.37 
ae a a 0.01 0.01 0.01 0.01 | 0.01 0.01 | 0.01 
Public Utilities 
Ph. 6 s Ab ee & wom 25-26 | 32.47 29.59 , 30-07 | 28.48 | 28.91 | 27.42 | 27-93 | 28.98) 
0 ae a” ee | 20.54 | 23-96 | 22.49 | 21.24] 21.41 | 21.18 | 18.76] 27.93 | 22.33 
Soc. Adriatica di Elettricita. . . . . 12.24 | 14.69 14.47. 14.71 14.19 | 14.96 | 14.36 14-07 | 14.42) 
S.1.P. Soc. Idroelettrica Piemonte . . . 13-36 | 17.29) 16.32 14.91 | 14.92 | 15-68 | 14.88) 15.02 | 16.16 | 
Soc. Meridionale di Elettricitd . . . . 12.09 | 14.18) 14-75 13-90] 13.99] 14.18 | 13-64 | 13-42] 13.90 
| Soc. Elettrica Selt - Valdarno . . . . 15-77 | 18.68 18.26 15.98; 16.60] 16.68] 16.06| 16.60! 18.39 
Soc. Romana di Elettricita . . . . . 23.14 | 27.38 27.07 24.61 | 24.61 | 24.74 | 23.87] 24.61 | 27.26 
Soc. Telefonica Tirrena. .- . . - .- 18.18 | 25.26 25.51 23-22 | 21.66] 21.53 | 20.33 | 20.86 | 23.19 
Italcable ee Ne, ae 58.52 | 72.32 69.02 63.02 | 60.02) 57.02) 56.57| 59.12] 66.62 
Foodstuffs 
Eridania - Zuccherifici Naz. . . . . 56.62 | 72.37 70.04 65.95 | 69.60 | 68.87 | 69.82, 72.67 | 83.17 
Soc. Italiana Industria Zuccheri. . . . 61.25 | 75.77 74.84 70.88! 69.56 | 71.28 | 73-66 | 79.86! 95.70 
Chemicals 
a eer 15-93 | 19-57. 19.12 17.9% 17-93 18.40 | 18.36) 18.83 19.54] 
A.N.I.C. - Az. Naz. Idr. Combustibili . 5-27 5.01 4-44 4-76 4-12 4.00 4-12 4:69 | 4.76} 
Soc. Ital. per il Gas : * % 10.11 13.20 12.12) 11.33 | 10.93 | 12.63) 12.12} 42.12] 12.65] 
Sundry 
Soc. Gen. Immobiliare. . . . . . 22.96 | 28.47 27.52 25.08 | 23.28 | 22.54 21.63 | 22.14 | 25.30 
Ist. Romano Beni Stabili . . . . . 33-65 | 42.42 42.42) 40.76 | 39.34 | 38.39 | 38.63 | 39.77| 46.87 
Pirelli Soc. per Azioni. . . . = . 27-50 | 33-42 33-51 | 31.80 | 31.43 | 31-98 | 35-20 | 37.00] 41.55 | 
Italcementi * 6 2 8 ee hehe | (85.64 | £20.51 | 110.51 | 802.40 | 95.40 | 95.77 105-44 108.67 | 119.72 
Cartiere Burgo . . ae 68.10 | 97.57. 92-70! 92.49 | 94-53) 86.80 | 88.43 90.05 | 96.05 | 


(*) The index of capitalisation represents the capital value, at the end of a given period, of one lira invested in January, 1938, 
and it is obtained by the following formula: It=Pt Nt/Po No, in which Pt=the price, at the time #, of the security in question; 
Nt=the number of shares held at the time ¢ by a shareholder owning No shares at « O » time, purchased at the price Po, who has on 
tach occasion reinvested the value (at the price on the first day of option) of his bonus or cash shares in the same security, as well 
4s any repayments of capital and other proceeds accrucing to him from the ownership of the said shares, dividends excluded. 


Source: Bollettino of the Central Institute of Statistics. 
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